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Launching the European Coal and Steel Community 


by Raymond Vernon 


Americans are prone to draw a parallel between 
the problems of merging the nations of Western 
Europe into a federation and the problems which 
the 18 American States faced in forming a Federal 
Government. Among Europeans, this analogy 
never fails to evoke automatic dissent. Apart 
from pointing out how heterogeneous Western 
Europe is in culture, language, and outlook, 
Europeans argue that the difficulties of merging 
a collection of mature, industrialized states into 
a common entity in the 20th century are far more 
complex than were those of merging the under- 
developed agricultural-mercantile economies in 
America nearly two centuries ago. 

The issue now is being put to the test—not a 
full-scale test, perhaps, but one which should pro- 
vide glimmerings, at least, of the problems with 
which a full-scale federation would have to deal. 
For the ratification of the Treaty Constitut- 
ing the European Coal and Steel Community, 
the nations of France, Italy, Germany, Belgium, 
the Netherlands, and Luxembourg stand com- 
mitted to try to merge their coal and steel indus- 
tries into a common market. The implications 
of this commitment need some elaboration. 

We begin with six sovereign nations. Each has 
its own tariff system under which goods coming 
into the country are taxed. Each regulates the 
amount of goods which comes in and flows out 
of the country, using a variety of devices for the 
purpose. Some subsidize certain groups of indus- 
tries and certain types of consumers in accordance 
with their own conception of national equity and 
national interest. Each has its own currency and 
each regulates the uses that its nationals can make 
of the currencies of other countries. Each taxes 
its enterprises and their sales in accordance with 
its own national system. Each has a state-owned 
or state-regulated transport system, carefully de- 
veloped in response to the political pressures and 
economic requirements of its own national econ- 
omy. Each has its own social-security systems 
and its own limitations on the movement of for- 
eign labor into the country. 
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What must emerge after a 5-year period of 
transition and adjustment is an economy for coal, 
steel, iron ore, and ~~. which operates without 
national distinctions. Products moving within 
the common market are not to be subject to tariffs. 
Products are to be priced without regard to the 
nationality of the buyer and without other forms 
of discrimination. Nationals of one country buy- 
ing these products in another need have no wor- 
ries about obtaining the necessary currencies. 
When the products are shipped on a railroad or 
barge line, the fact that they are destined for an- 
other country in the common market is to have 
no effect upon the freight rate which the carrier 
charges. When the products are scarce and some 
system of allocation is called for, the available 
supplies are to be shared among countries in the 
common market without regard to nationality. 
Skilled coal or steel workers are to move freely 
across the national boundaries of the six countries. 


The Approach to the Problem 


The gap to be spanned in moving from the pre- 
treaty situation of six national markets to the even- 
tual system of one common market is sobering 
in its magnitude. First of all, there are the differ- 
ences in national practices and national laws to 
be eradicated. Controls exist in some countries 
but not in others. Competition exists in some 
areas but not in others. Habits of work, condi- 
tions of investment, availability of materials all 
vary greatly in the six countries. 

But perhaps the more important problem is one 
which would have existed even if conditions in 
the national markets of each of the six countries 
had been the same. This is the possibility that 
the elimination of national barriers—tariffs, quan- 
titative restrictions, labor restrictions, and the 
like—might confront protected national industries 
with such new competitive conditions that great 
shifts would have to take place in the location and 
activities of the affected industries. 

Faced with these difficulties, the planners of 
the Community had to decide whether to take a 
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great step into the unknown—to establish such 
uniform rules for the common market as circum- 
stances seemed to require, to abolish all national 
barriers and discriminations, and then to let the 
chips fall, without making any efforts to smooth 
the transition. This approach would have 
avoided the possibility that devices initially ap- 
plied to deal with transitional difficulties—com- 
romises with the common market concept—might 
ome a permanent part of the common market. 
“Rien est plus permanent,” say the wise cynics, 
“que la provisoire.” 

There was a great deal to be said, however, 
against such a leap into the dark. Suppose, as 
some technicians dente predicted, this simple 
course led to a great upheaval in the coal and steel 
markets of the six countries. Suppose that here 
and there prices were to rise sharply, or to drop 
suddenly; suppose scarcities were to develop or 
unemployment were to result. However salutary, 
or indeed essential, these shocks might be to the 
ultimate creation of a common market, their im- 
mediate effect might be to create an extreme dis- 
taste for the common market concept among the 
nationals of the six countries. This, in turn, could 
adversely affect the larger projects of six-count 
integration still in various stages of creation, suc 
as the European Defense Community, the Euro- 
pean Political Community, and the Dutch project 
for a full customs union. A choice had to be 
made between these two sets of considerations. 

The choice was foreshadowed by the provisions 
of the treaty itself, and, particularly, of the re- 
lated Convention Containing the Transitional Pro- 
visions. “The purpose of the present Convention,” 
according to section 1 of the convention, “is to set 
forth the measures necessary for the creation of 
the common market and the progressive adapta- 
tion of production to the new conditions in which 
it will take place. ...” ([Italicssupplied.] Sec- 
tion 24 of the convention is much more pointed. 
It states with regard to coal production: 

It is recognized that precautionary mechanisms are 
necessary during the transition period to avoid sudden 
and harmful shifts in production. These precautionary 
mechanisms should take into account the situations 
existing at the time the common market is created. 

Furthermore, if it should appear that harmful and 
abrupt price increases might occur in one or more regions, 
precautions should be taken to avoid such effects. 


Section 29 contains equally cautionary observa- 
tions as regards steel. 

In keeping with this approach, the convention 
allows for the use of various devices and the main- 
tenance of various situations, during part or all 
of an initial transitional period of 5 years, which 
would represent aberrations from the common 
market. The approach is that of feeling one’s way 
gingerly down a long, dark corridor, while im- 
pelled to reach its end within a given period of 
time. It may be useful to see specifically how this 
approach has been applied. 
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Coal and Steel Community: First 
Important Step Toward United Europe 


By the setting up and actual working of this new 
institution a first important step toward the crea- 
tion of a United Europe has materialized. There, in 
the framework of democratic institutions of a Fed- 
eral character with a Parliamentary Assembly anda 
Court of Justice, Belgians, Dutchmen, Frenchmen, 
Germans, Italians and Luxembourgers are as Eu- 
ropeans, not as citizens of their respective countries, 
taking decisions which are directly applicable in the 
territories of these six nations. In the field of coal 
and steel the barriers, which have so long divided 
Europe, have been removed, so that those basic 
materials enjoy a single market of 155 million con- 
sumers like that of the United States. 

At the request of the six Governments, members 
of the Parliamentary Assembly of the coal and steel 
community have worked out the project of a consti- 
tution which will create a European Parliament 
elected by the people and an Executive responsible 
to it. This is the political authority under which 
the European Army would also be placed. 

President Eisenhower, while in Europe, watched 
with keen interest the efforts to work out the first 
steps toward European federation. His experience 
there convinces him that the uniting of Europe is an 
historic necessity for the peace and prosperity of 
Europeans and of the world. 

The United States is following these vitally im- 
portant undertakings, of which the coal and steel 
community is actually proving the practicability, 
with great interest. 

—Statement issued on June 3 by the White 
House during a visit to Washington by Jean 
Monnet and Franz Etzel, President and Vice Presi- 
dent, respectively, of the High Authority of the 
European Coal and Steel Community, and Dirk 
Spierenburg, one of its members. 











The Common Coal Market 


On February 10, 1953, exactly on schedule, 
tariffs and quantitative limitations on the move- 
ment of coal among the six countries were re- 
moved. As a corollary, coal ceased to figure on 
that date as an item in the carefully balanced bi- 
lateral trade agreements which ordinarily condi- 
tion the movement of goods between the countries 
in the Community; previously, coal had figured 
as a major lever in such bargains and as a major 
element in political maneuvering among the six 
countries. 

As foreseen in the convention, a few exceptions 
to the general pattern of the common market were 
permitted. Belgium, for example, was allowed to 
retain the quantitative restrictions necessary to 
prevent the more efficient mines in other countries 
from reducing Belgium’s output too rapidly. In 
addition, a transitional system was set up under 
which the more efficient mines of Germany and the 
Netherlands are taxed in order to subsidize the less 
efficient mines of Belgium and Italy. Production 
in the former two countries is now taxed at the 
rate of 1.1 percent of its gross value in order to 
raise half of the 33 million dollars annually which 


Department of State Bulletin 

















i rv’ lc WC" Se GC 











the High Authority estimates is needed to ease 
the shock for Belgian and Italian mines; the other 
half of the subsidy, in accordance with the conven- 
tion’s provisions, will be supplied by the Belgian 
and Italian Governments. 

This is only one of several transitional pain- 
easing systems of subsidy which have been au- 
thorized. The French Government has been 
allowed for the time being to continue an internal 
system of levies and subsidies which had pre- 
viously existed among the various coal basins 
throughout France. The general purpose of these 
levies and subsidies is to keep in ts for the 
present some of the basins of France which other- 
wise might have been shut down by the competi- 
tion of the more efficient basins in other parts of 
France. This system is to be supplemented for 
the time being, as it has in the past, by a system 
of subsidies on coking coal and coke brought into 
France from other parts of the common market, 
in order to bring the price of these supplies down 
to the French price. 

The drift of the High Authority’s thinking in 
authorizing the limited continuation of some of 
these subsidies is illustrated by its letter to the 
French Government, on the continuation of sub- 
sidies on imported coking coal. France imports 
most of her coking coal from Germany; at the time 
of the establishment of the common market, its 
sale was being subsidized by about $4a ton. In 3 
or 4 years, the High Authority pointed out to the 
French Government, the price of coking coal in 
France is bound to be appreciably lower than it is 
today. This will occur, according to the High 
Authority, because of (1) an eventual lowerin 
of German national transport rates for coal, which 
is to take place in the next 2 years, and (2) grad- 
ual expansion in the use of coal from the Lorraine 
and Saar areas which is in process. In these 
circumstances, the High Authority thought it ad- 
visable to avoid the sharp rise in French prices 
of coking coal which would follow on discontinua- 
tion of the import subsidy, if the rise is eventually 
to be followed by a decline of even greater magni- 
tude. Accordingly, the import subsidy is con- 
tinued under certain specified limitations. 

Still another type of subsidy appears in the 
interim mechanisms of the common market. 
These are the subsidies maintained by various na- 
tional governments in favor of one group or 
another of coal consumers. The German system 
illustrates this sort of arrangement, and the High 
Authority’s response thereto is typical of its re- 
action to such arrangements. 

One of the rules of the single market, it will 
be recalled, is that any seller of coal must charge 
the same price of all buyers within the common 
market, whatever the nationality of the buyers. 
For Germany this meant the end of a system of 
“double-pricing,” that is, charging German buy- 
ers one price and buyers of other nationalities a 
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higher price for coal in periods of my 
These double prices were eliminated largely by 
increasing prices to German buyers, — put- 
ting them on a par with prices to French and 
other buyers in the common market. However, 
this decision, standing by itself, would have meant 
price rises for many German consumers which 

for economic and social reasons” the German 
Government felt ought not to be borne by all 
classes of consumers alike. Accordingly, the Ger- 
man Government proposed that some coal users, 
including shippers, deep-sea fishermen, house- 
holders, and gas and electric power stations, should 
be exempted from the price rise for the time being; 
the loss in revenue resulting from the exemption 
would be borne by the German mines. 

The High Authority accepted this system for 
domestic consumers and deep-sea fishermen, but 
not for other consumers. And the High Author- 
ity imposed one major reservation: These reduced 
prices must be made available by the German 
mines to consumers in these privileged classes in 
any part of the common market, whatever their 
nationality might be. 

Tied in closely with the question whether :to 
maintain subsidies for various producer and con- 
sumer groups was the question whether to continue 
to set price ceilings on sales of coal. The High 
Authority was faced with the fact that ceilings 
were in effect in all the member states but could 
not be sure whether such ceilings were actually 
preventing substantial rises in prices or whether 
they were only a means by which sellers were able 
to avoid competition in the fixing of prices. In 
any event, the prevailing philosophy of the con- 
vention was controlling, and the High Authority 
decided that price ceilings on coal must continue 
for the time being. 

The High Authority, in determining its new 
price ceilings, acted on the theory that the new 
ceilings should serve as a transition between the 
national price ceilings which heretofore had ex- 
isted and a system of prices in the common market 
which made sense in terms of the common-market 
concept. At the same time, the High Authority 
was also anxious to avoid too explicit a system of 
price fixing, that is to say, a system so detailed as 
to specify the price for each of the many types 
and grades of coal and coke produced in the com- 
mon market. Accordingly, the prices enumerated 
for many of the basins are stated in terms of aver- 
age prices for major classes of coal such as anthra- 
cite, coke, briquettes, and so forth; prices for 
specific types are enumerated only with respect to 
categories for which there is believed to be a real 
shortage, such as coking fines. 

Taken as a whole, the system which the High 
Authority has set up for the sale of coal in the 
common market does not permit unregulated com- 
petition to operate, nor does it allow the principle 
of nondiscriminatory treatment to have full sway. 
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Yet it represents movement, substantial move- 
ment, away from the regime of national markets 
which preceded it. Discrimination based on na- 
tionality is gone, for all practical purposes, both 
in coal sales and in coal haulage. The subsidiza- 
tion of relatively inefficient producers is still wide- 
ly cys on though perhaps a little less so than 
before February 10. The subsidization of privi- 
leged classes of consumers continues to be perva- 
sive, although again the total subsidization is 
probably less than it was before. 

But there has been movement in the direction 
which most observers would agree is needed to 
increase the efficiency and productivity of the 
coal industry of the six countries. The critical 
question is not so much what the state of the com- 
mon market is today but the speed and direction 
in which the common market is moving. The 
direction, at least, is reasonably clear; the speed 
has yet to be determined. 


The Common Steel Market 


The approach of the European Coal and Steel 
Community toward the common steel market is 
rather different in some important respects from 
its approach with respect to the coal market. Coal 
is a mineral; it is mined where it is found. The 
locus of steel production, on the other hand, de- 
pends much more on manmade decisions. As a 
result, the Community’s approach to the organiza- 
tion of the steel market ~~ been a great deal 
closer to the concept of a simple, competitive en- 
terprise system and has not reflected the same 
tendencies toward the regulatory administration 
of a natural resource as have been manifested with 
respect to the coal market. 

The common steel market came into being on 
May 1, 1953, 3 weeks later than the earliest date 
on which the market could have opened under 
the terms of the convention. On that date, tar- 
iffs, quantitative restrictions, and discriminatory 
pricing with respect to steel were abolished within 
the single market. As in the case of coal, steel 
ceased to figure in bilateral trade bargains be- 
tween any of the six countries. 

The Community permitted two aberrations from 
the concept of the common market, however, both 
of which had been recognized in the convention. 
The first of these arises from the fact that the six 
countries do not impose exactly the same tariffs on 
steel imported from countries outside the common 
market. The Benelux steel tariffs, by and large, 
are very much lower than those of France, and 
French steel tariffs are somewhat lower than those 
of Germany and Italy. Asa result, until the proc- 
ess of “harmonization” of these tariffs has been 
completed, there is a risk that persons in the com- 
mon market who want to buy British steel, for 
example, would import the steel through the Bel- 
gian customs even though the eventual destination 
of the steel might be Germany or Italy. 
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To deal with this problem, the Benelux countries 
will apply the Benelux rate only to a limited 
amount of steel imports, representing the total 
which Benelux could have been expected to im- 
port in satisfaction of its domestic demand; the 
excess over that amount will be subject to higher 
duty, representing the French tariff rate appli- 
cable to the same product. 

The second aberration has to do with the steel 
industry of Italy. This is a relatively small in- 
dustry, handicapped by high costs of raw materi- 
als and modest size. This industry is to have the 
benefit of a gradual, rather than an abrupt, im- 
mersion in the cold waters of competition. The 
tariffs now protecting that industry are to be 
eliminated by stages over the 5-year period, in- 
stead of all at once. 

Apart from these special provisions, the High 
Authority possesses during the transitional period 
some rather extraordinary powers by which it 
could intervene in the functioning of the common 
market through the application of internal re- 
strictions. So far, at any rate, there is no indica- 
tion that the High Authority proposes to do so. 

Perhaps the most difficult problem which arose 
in connection with the opening of the steel market 
is one which illustrates a fundamental difficulty 
governing all the operations of the European Coal 
and Steel Community—the difficulty of attempt- 
ing partially to integrate the economies of a group 
of modern states while trying to maintain six 
distinct national economies in the unintegrated 
area. 

The problem stems from the fact that firms in 
the common market are required to charge non- 
discriminatory prices to buyers in the common 
market, irrespective of the buyers’ nationality. 
While simple in concept, the application of the 
SS presents knotty problems, particularly 

ecause of the impact of national tax systems. 
Take the case of a German firm selling to a French 
buyer: Should the German firm quote a price 
which includes German sales taxes, even though 
such taxes are refunded by the German Govern- 
ment on export sales ? 

After much soul-searching, the answer which 
the High Authority provided was “no.” The 
reasoning behind this conclusion was that a buyer 
located in France, in choosing as between a French 
and a German seller, ought to be choosing between 
sellers who were carrying the same sales tax bur- 
den; the German seller in the French market, 
therefore, ought to be subject to the French sales 
tax, not the German sales tax. 

But this conclusion, self-evident as it may seem, 
was not an easy one toreach. The fact is that the 
Germans have a fairly low sales tax, whereas the 
French have a much larger sales tax. The French, 
on the other hand, have a fairly low tax on cor- 
porate profits, whereas the Germans have rela- 
tively high taxes on the profits and property of 
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corporations. French firms selling in Germany, 
therefore, bear only the low corporate taxes of 
France and the low sales taxes of Germany, while 
German firms in the French market bear high cor- 
porate sales taxes and high French sales taxes. 
The High Authority’s decision therefore presented 
obvious problems of equity, as the High Authority 
itself explicitly recognized; yet it seemed to be 
the only answer compatible with nondiscrimina- 
tory nonnational pricing. 

Here we have in concrete form an illustration 
of the pervasive difficulties of projects of partial 
integration. Problems of this sort will never 
really be answered satisfactorily, nor will any 
answer really be a final solution, as long as national 
governments are free by fiscal and other means 
substantially to influence the operations of enter- 
prises in the common market. 

Each product in the common market has pre- 
sented some unique problem for the High Au- 
thority and has tested its philosophy and ap- 

roach in one way or another. In the case of 
iron ore, the High Authority felt that the slight 
disturbance that might result from the institution 
of the common market was worth risking. Ac- 
cordingly, the free market for iron ore went into 
effect without any transitional arrangements to 
ease the shock, and without any limitation upon 
the movement of iron ore within the common mar- 
ket. One of the more obvious effects of this 
arrangement was the elimination of the discrim- 
inatory pricing for iron ore which had favored 
French steel firms over foreign firms. The High 
Authority’s official report on this step observes 
that “the effect of the rise in prices to French 
clients has only been a limited one, because of 
the cordial relations existing between the mines 
and the consumers in general,” presumably a dip- 
lomatic way of acknowledging the existence of 
some corporate ties between the French steel plants 
and the sources of their ore. 

The market for steel scrap also presented some 
difficult decisions for the High Authority. Steel 
scrap, unlike coal, steel, and iron ore, is a business 
with a great many more sellers than buyers. In 
some of the national markets comprising the Com- 
munity, notably those of Germany and Italy, scrap 
dealers had joined together in cartel-like organi- 
zations, the function of which was to fix the price 
and amount of scrap coming on the market. As 
the date of the opening of the common market 
approached, the French considered setting up an 
organization of this sort to parallel the existing 
organizations in Germany and Italy. They - 
area abandoned this idea, however, when the 

igh Authority decided that the German and 
Italian organizations were inconsistent with the 
treaty and must be dissolved. 

Having dissolved these cartel-like organiza- 
tions—a step with few precedents on the Euro- 
pean scene—the High Authority then authorized 
the operation until the end of the current year 
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of a new scrap organization covering all six coun- 
tries. This organization, which is conceived of 
as a transitional arrangement, is to confine its 
actual operations to the import of steel scrap and 
is not to be involved in scrap transactions origi- 
nating within the common market. The general 
theory is that the operation of this organization, 
aided by an equalization fund, will prevent the 
price of the imported scrap, which is the highest- 
priced scrap used in the common market, from 
setting the price for all scrap in the common 
market. 

Whether this will prove to be the case remains 
to be seen. But the more important test which 
this experiment represents is whether it is possible 
for an organization to confine itself to the essen- 
tially benign function for which the organization 
was conceived without eventually engaging also 
in the fixing of prices, the allocation of supply, 
the suppression of new participants in the scra 
business, and other undesirable practices. This 
is a problem of which the High Authority is 
clearly acutely conscious. 


Future Prospects 


Although the common market has hardly begun 
to function, it is not too early to draw a few tenta- 
tive conclusions regarding the market and its in- 
stitutions. First of all, the European Coal and 
Steel Community seems to be acting as its creators 
conceived it should act, not as a captive creature of 
six national governments behaving in accordance 
with the negotiated settlements of the six, but 
rather as a distinct government operating under 
the constitution which created it—responsive to 
the governments of the six member countries but 
distinguishable from them. A shift in this at- 
titude on the part of the Community could alter 
basically the nature of its decisions. More im- 
portant, such a shift could reduce the attractive 
force of the Community as a nucleus of further 
European integration. 

Second, it is apparent that the kind of market 
that is coming into being under the Community’s 
aegis is a peculiarly European institution, reflect- 
ing ideas and habits of administration somewhat 
different from our own. So far, it represents a 
mixture of competition, state intervention in favor 
of certain groups, state acceptance of the responsi- 
bility of easing transitional shocks, and participa- 
tion by nongovernmental groups in the apparatus 
of administration. 

Finally, there are signs of real movement in 
the organization of the common market away from 
some of the restricting practices and habits which 
dominated national markets toward a freer and 
more vigorous regime. For example, the strength 
of the cartels within the common market can be 
assumed to be much lower, for the present, than 
the strength they possessed when operating in six 
national markets, and there are adequate powers 
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within the Community to keep such cartels weak, 
if the Community determines to exercise such pow- 
ers. Moreover, so far as one can judge, the regu- 
lations imposed by the Community on the common 
market seem on the whole to be less pervasive than 
the national regulations they replaced, leaving 
more room for the play of market forces. But 
perhaps the most important result of all has been 
the elimination of coal and steel as weapons of 
economic diplomacy which the six national gov- 
ernments used to extract concessions and strike 
bargains that did little to advance the general 
welfare of Western Europe. On the whole, these 
first few months of sansa have justified the 
expectations of the founders of the Community. 


@©Mr. Vernon, author of the above article, is 
Acting Director of the Office of Economic De- 
fense and Trade Policy. 
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Secretary Dulles, Mr. Stassen 
-Return from Near Eastern Visit 


Statement by the Secretary 


White House press release dated May 29 


Three weeks ago, Mr. Stassen and I.and our as- 
sociates left Washington to visit a part of the 
world with which we seek new ties of friendship. 
It is an important part of the world. It gave us 
our religion and it contains the holy places. The 
Near East is the junction of three continents— 
Europe, Asia, and Africa. South Asia and the 
Near East together contain one-half of the people 
of the world not already under Communist 
domination. 

These people we visited have been our friends. 
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Most of them were long under the political domi- 
nation of other powers. As colonial peoples they 
looked up to the United States with respect and 
admiration. We had gained freedom and strength 
for ourselves and we sought those qualities for 
others. 

Now, the peoples we visited have won political 
freedom. Seven of them have become independ- 
ent nations within 10 years. But they do not yet 
have strength and well-being. They are preoc- 
cupied by quarrels and fears which deny them 
tranquillity and endanger their national existence. 
They want and need the friendly inspiration and 
guidance we once provided. But they feel that, 
in our maturity, we have grown materialistic at 
the expense of idealism me justice, and that our 
friendship has grown cold. 

The Suez Base dispute between Egypt and Brit- 
ain, the uneasy armistice and economic warfare be- 
tween Israel and the Arab States, the problem of 
Arab refugees, the India-Pakistan dispute over 
Kashmir, the prevalence of poverty; are typical of 
conditions which create fear, bitterness, and weak- 
ness. Only communism can profit from these 
conditions. It strives frantically to do so at our 
expense. Wherever we went, the Communists 
sought to disrupt our mission and prevent it from 
achieving its intended purposes. Everywhere, 
they failed. Hostile demonstrations were kept at 
a distance, and were well-controlled. The aspect 
of the people was cordial and welcoming. The 
leaders were abundantly hospitable, and the 
talked with us as with those who could be tracted. 

We return with refreshed ties with our valiant 
allies, Greece and Turkey, and with information 
as to other areas and their problems which can be 
of great importance to the United States. We of 
the State Department will be better qualified to 
advise President Eisenhower in relation to foreign 
policy, and Mr. Stassen, Director of Mutual 
Security, will be better able to help that program 
implement our foreign policy. 

Above all, we laid a new foundation for friend- 
ship. That is because we gave new hope that the 
United States, while standing firmly against any 
breach in the ranks of the Western Powers, and 
without in anywise undermining the State of Is- 
rael, is determined to find a way toward a broader 
unity. This would be to the advantage of all con- 
cerned. We could then, in desired ways, help the 
nations of the Near East and South Asia to live 
together in amity and peace and allay their initial 
pains. Thus, they may move on to a healthy 
national life which will accept the responsibilities, 
and add to the strength, of the free-world com- 
munity. 

Mr. Stassen and I have at once made a prelimi- 
nary report to the President and we shall report 
more fully to him and the Congress with reference 
to our conclusions, particularly those which may 
affect our foreign policy. Then I shall have more 
to say to the American people. 
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Review of the Austrian Treaty Question 


By a vote of 48 to 0 the Seventh Session of the 
General Assembly of the United Nations on De- 
cember 20, 1952, adopted a resolution urging the 
early conclusion of a treaty for Austria. The five 
states of the Soviet bloc did not participate, and 
Pakistan and Afghanistan abstained. 

The resolution, sponsored by Brazil, Lebanon, 
Mexico, and the Netherlands, had the full support 
of the United States. Earlier, Benjamin V. 
Cohen, alternate delegate for the United States, 
_ before the Political and Security Com- 
mittee, declared : ? 


The United States welcomes the resolution .. . call- 
ing upon the governments concerned to reach agreement 
on an Austrian treaty to terminate the occupation of 
Austria and to restore to Austria its rights to sovereign 
statehood. 


Back of the action taken by the General As- 
sembly lies the story of a major postwar tragedy. 
It is a story of broken pledges on one hand and 
frustrated hopes on the other. It is an illustra- 
tion of the methods employed by the Soviet Union 
in exploiting other peoples and other nations, re- 
gardless of pledges solemnly given and repeatedly 
reaffirmed. 

Here, in capsule, is an illuminating picture of 
Soviet techniques in handling nations and peoples 
who refuse to knuckle under. The Austrian 
treaty negotiations are a case study for the free 
world. They can be a lesson for those who still 
trust the Soviet word. There could be no clearer 
picture of the difficulties of dealing with the men 
of the Kremlin. 

Since 1945 Austria has been occupied by troops 
of the four major Allied Powers of World War 
II—the United States, the United Kingdom, 
France, and the Soviet Union. The Three West- 
ern Powers are, and have been, eager to withdraw 
their troops and restore Austrian independence. 
They went into Austria only to liberate that coun- 
try and its people from the Nazis. There was no 
thought of a prolonged stay. 


Eprtor’s Notre. This study is also available as De- 
partment of State publication 5012. 

* BULLETIN of Jan. 12, 1953, p. 68. 

* Ibid., p. 67. 
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The Moscow Pledge 


In the Moscow Declaration of November 1, 1943, 
the Four Powers pledged themselves to regard, 
and so treat, Austria as a liberated, not an enemy, 


country: 
The Declaration stated: 


The Governments of the United Kingdom, the Soviet 
Union and the United States of America are agreed that 
Austria, the first free country to fall a victim to Hitlerite 
aggression, shall be liberated from German domination. 

They regard the annexation imposed upon Austria by 
Germany on March 15th, 1938, as null and void. They 
consider themselves as in no way bound by any changes 
effected in Austria since that date. They declare that 
they wish to see reestablished a free and independent 
Austria, and thereby to open the way for the Austrian 
people themselves, as well as those neighboring states 
which will be faced with similar problems, to find that 
political and economic security which is the only basis 
for lasting peace. 

Austria is reminded, however, that she has a responsi- 
bility which she cannot evade for participation in the war 
on the side of Hitlerite Germany, and that in the final 
settlement account will inevitably be taken of her own 
contribution to her liberation. 


The Declaration was signed by Foreign Minister 
Molotov for the Soviet Union, Secretary of State 
Hull for the United States, and Foreign Secretary 
Eden for the United Kingdom. Two weeks later 
the French Committee for National Liberation 
signed for France. 

There can be no doubt that the Soviets fully 
understood that the Declaration was a pledge and 
a commitment. In a proclamation to the citizens 
of Vienna, March 1945, the late Marshal Tol- 
bukhin, commanding the Russian forces in 
Austria, said: 

The Red Army has set foot on the soil of Austria not 
to conquer Austrian territory. Its aim is exclusively the 
defeat of the enemy German-Fascist troops and the libera- 
tion of Austria. 

The Red Army backs the Moscow Declaration of the 
Allied Powers on the independence of Austria. 


The Moscow Declaration is a pledge unre- 
deemed, but it is still binding, morally and legally, 
on those who made it. To the Western Powers, 
who wish to redeem it, it must be the basis of what- 
ever treaty is finally concluded with Austria. 


Less would be a betrayal of faith. 
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Even prior to the Moscow Declaration, the Al- 
lied position on Austria had been clearly stated. 
British Prime Minister Churchill, for example, 
said on November 9, 1940: 


Great Britain defends the cause of all nations for whom 
she has drawn the sword, namely, Austria, Czechoslo- 
vakia, Poland, Norway, Holland, Belgium, France, and 
Greece. Great Britain will fight until final victory and 
with it liberation for all these countries is achieved. 


When the United States entered the war, Presi- 
dent Roosevelt, December 9, 1941, named the coun- 
tries which had been invaded by the Axis Powers 
and which must be liberated. Austria was 
included. 

Again on February 18, 1942, Mr. Churchill said: 


With the victory of the Allies, liberated Austria will 
again take up her place of honor. 


Declaration on Liberated Europe 


Austria was not specifically discussed at the 
Three Power conference at Yalta in February 
1945, but Austria, as a victim of Nazi aggression, 
was among the countries affected by the Declara- 
tion on Liberated Europe, approved at Yalta. 
Marshal Stalin, Prime Minister Churchill, and 
President Roosevelt were all three present and 
assented. 

This Declaration pledged the Three Powers to 
“assist the people in any European liberated state 
or former Axis satellite state in Europe” (1) to 
establish conditions of internal peace, (2) to carry 
out emergency relief measures, (3) to form “in- 
terim governmental authorities broadly repre- 
sentative of all democratic elements in the popu- 
lation and pledged to the earliest possible 
establishment through free elections of govern- 
ments responsive to the will of the people,” and 
(4) to facilitate, where necessary, the holding of 
free elections. 

This, again, was a promise and a pledge. At 
the invitation of the Three Powers present, the 
provisional French Government subsequently en- 
dorsed the Declaration and joined in the pledges 

ven. 

Later, August 1945, the Potsdam Agreement 
provided that “reparations should not be exacted 
from Austria.” According to the terms of the 
agreement the reparation claims of the Allied 
Powers (the Soviet Union was mentioned specifi- 
cally) were to be met, in part, from “appropriate 
German external assets.” This provision has 
caused difficulties in the negotiations on the treaty, 
but its intent was, and is, perfectly clear. 


Role of the Soviet Union 


There has been no disagreement among the Gov- 
ernments of the United States, the United King- 
dom, and France as to their responsibility and 
duty in meeting these pledges to Austria, specifi- 
cally stated and implied. 
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The single stumbling block has been, and is, the 
Soviet Union. 

The Soviet determination to stymie an Austrian 
treaty has become increasingly apparent. 

In the Seventh Session of the General Assem- 
bly of the United Nations they made every attempt 
to block consideration of the Brazilian resolution 
or any action pertaining to Austria. When the 
agenda for the Assembly was under consideration 
in October 1952, the Soviets objected to the As- 
sembly’s giving any kind of consideration to the 
Austrian treaty. They based their objections on 
article 107 of the Charter of the United Nations. 
Article 107, they said, placed the Austrian treaty 
outside the limits of U.N. “competence.” In 
other words, the United Nations had no right to 
consider it. 

Article 107 of the U.N. Charter reads: 

Nothing in the present Charter shall invalidate or pre- 
clude action, in relation to any state which during the 
Second World War has been an enemy of any signatory 
to the present Charter, taken or authorized as a result of 
the war by Governments having responsibility for such 
action. 

The committee on the Assembly agenda rejected 
this position. It was pointed out to the Soviets 
that Austria had never been considered as an 
enemy state, that Austria had never declared war 
against any member of the United Nations, that 
no U.N. nation had ever declared war against 
Austria, and that the position of Austria, both 
during the war and later, had been explicitly de- 
fined in the Moscow Declaration as that of a lib- 
erated country. Clearly, article 107 did not per- 
tain to Austria. 

Later, both in the Political and Security Com- 
mittee and before the Assembly itself, the Soviets, 
or one of their puppets, continued to bring up 
article 107 as a bar to consideration of the Aus- 
trian treaty. The Polish delegate, Mr. Skrzese- 
zewski, actually used the term “enemy” in speak- 
ing of Austria. The Brazilian resolution, he said, 
was a violation of the Charter “as article 107 made 
clear, beyond any doubt, that the organization 
[the United Nations] could not intervene with 
regard to any action taken in relation to any state 
involved in the Second World War as an enemy 
of any signatory of the Charter.” 

Defending the right of the United Nations to 
speak, delegate after delegate pointed out to the 
Soviets that Austria was not an enemy country. 
It was brought to their attention, furthermore, 
that the resolution in no way questioned, much less 
sought to invalidate, any action in relation to Aus- 
tria taken or authorized as a result of World War 
II. It concerned solely the desirability of 
speedily concluding a treaty for Austria. 

The vote of the General Assembly soundly re- 
pudiated the position of the Soviets. 

The delegate of Brazil, Henrique de Souza 
Gomes, introducing the resolution, did not pro- 
pose a review of the actions taken by the occupying 
powers, nor did he suggest the substantive pro- 
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visions which should go into the treaty. As he 
explained, all the resolution did was to urge the 
occupying ‘gto to agree promptly upon a 
treaty which would carry out the pledges they 
themselves had previously made al which they 
had never publicly renounced. 

Representatives of the Soviet Union and of the 
Soviet-dominated States, however, refused to 
agree to even the mild provisions of the resolu- 
tion. In the committee, and later in the General 
Assembly, they signified their disagreement by 
refusing to participate in the voting. Their 
strategy was not to oppose openly but to obstruct. 

To the Western Powers, this strategy of obstruc- 
tion on the part of the Soviets had become all too 
familiar. The Soviet Union, to be sure, had never 
officially renounced the Moscow Declaration. In 

reventing the conclusion of a treaty for Austria, 
Boviet tactics had been to quibble, to delay, to 
introduce extraneous issues, 

The efforts of the three Western Powers to 
conclude a treaty and to bring about the evacua- 
tion of Austria had been continuous, persistent, 
and sincere. They had been willing to compro- 
mise with the Soviets on detail and had asked 
only that the principle of independence for Aus- 
tria be observed. 

They had, themselves, submitted proposal after 
proposal. They had sat patiently through lit- 
erally hundreds of meetings. Between 1945 and 
the time of the Seventh Session of the General As- 
sembly, there had been, in fact, 33 sessions of the 
Council of Foreign Ministers at which the Aus- 
trian treaty had been discussed, 258 meetings of 
the Austrian treaty deputies, and 85 meetings of 
the Austrian Treaty Commission. 

At each of these sessions the Western Powers 
had met the representatives of the Soviet Union 
in a spirit of conciliation. They had been un- 
yielding only on the basic proposition that Aus- 
tria must be free and independent, as the Moscow 
Declaration had promised. They had insisted 
only that Austria be restored to sovereign 
statehood. 

The resolution adopted at the Seventh Session 
of the General Assembly had the full support of 
all three of the Western Powers involved in the 
Austrian question. It had, in fact, overwhelming 
support in the Assembly. No less than 30 repre- 
sentatives of member nations spoke in its favor. 

The resolution put the moral weight of free 
world opinion behind the efforts of the Western 
Powers to reach an agreement with the Soviets 
on the Austrian treaty. It did, and could do, 
nothing more. But as Ambassador Cohen said: 


We [the Western Powers] are entirely willing to meet 
with representatives of the Soviet Union to discuss and 
conclude such a treaty. We will meet again and again 
and again. But our experience of these past 7 years 
leaves little hope for arriving shortly at a satisfactory 
conclusion unless something more is added. 

Perhaps this resolution is that something more. 
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Eight Years of Negotiations 


As a study of Soviet tactics, the details of the 
negotiations on the Austrian treaty are worth 
scrutiny. For convenience’ sake, the story can be 
divided into six fairly distinct periods. 

The first, principally introductory, includes the 
Moscow Declaration itself and the events pre- 
ceding. 

The immediate postwar period includes roughly 
2 years. As far as progress toward a treaty is 
concerned, it was almost a total blank. 

In the third period—1947 to the middle of 
1949—negotiations actually got under way. 

The fourth period opened on a note of hope. 
The Soviets appeared, briefly, to be willing to 
leave Austria—but at a price. Abruptly, how- 
ever, their attitude changed. A disturbing pic- 
ture of their intent began totakeshape. The hope 
faded. 

The fifth period, continuing down to the end 
of 1950, is a story of open and constant Soviet ob- 
struction against persistenc efforts on the part of 
the Western Powers to conclude a treaty. At last 
the Soviets had abandoned any pretense of con- 
cealing their purpose. 

Finally there is a sixth period, beginning with 
the spring of 1952 and continuing up to the fail- 
ure of the meeting called at London by the West- 
ern Powers pursuant to the General Assembly 
resolution. 

There will be further chapters in the Austrian 
treaty story. They may be highly significant in 
their bearing on the world strategy of the Soviet 
Union. Their full significance, however, may be 
illuminated by consideration of what already has 
taken place. 

During the years immediately following the 
end of hostilities in World War II, the problems 
in Austria, as in many European countries occu- 
pied by the Nazis, concerned mainly food, shelter, 
transportation, and the establishment of a stable 
government. For Austria the latter was, of 
course, complicated by problems arising from the 
Anschluss, problems of disentangling the coun- 
try’s entire political and economic life from that 
of Germany. 

These were serious problems, and the treaty 
seemed of minor importance. The Austrian peo- 
ple had the promise of the Moscow Declaration. 
Neither they nor the Western Powers were aware 
of the real plans of the Soviets. 

Pending the first Austrian election, the four 
occupying Powers recognized a provisional Aus- 
trian government. Through the European Ad- 
visory Commission they agreed on zones of occu- 
pation and set up an Allied Council through which 
to work. 

The avowed purpose of the occupation was, 
first, to divorce Austria completely from German 
control—to undo the Anschluss of 1938. It was, 
second, to root out Austrian nazism and to punish 
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warcriminals. Lastly, it was to aid in the restora- 
tion of a free Austria in the spirit of the Moscow 
Declaration. 

After the elections of November 1945 the Four 
Powers recognized the new Government, and by 
an agreement reached in 1946 they extended con- 
siderably the powers of that Government. This 
agreement, still in force, provided for the pro- 
gressive relaxation of Four Power control. As 
the freely elected Austrian Government grew in 
will and strength to maintain a democratic regime, 
it was to be given more and more authority in 
managing the affairs of the country. The Allied 
Council consisting of four High Commissioners, 
one appointed by each of the occupying powers, 
remained to aid and advise the new Government. 

The question of a treaty, however, was not for- 
gotten. In April 1946 the Council of Foreign 
Ministers met at Paris. The U.S. Secretary of 
State, Mr. Byrnes, proposed that the Austrian 
treaty be included on the agenda. He stated that 
his Government felt that a treaty for Austria, a 
liberated country, should be given consideration at 
least equal to that planned for Germany’s former 
satellites. 

The British and French Foreign Ministers 
agreed. The Soviet Foreign Minister, Mr. Molo- 
tov, dissented. He said that the Soviet delega- 
tion was not prepared. He pointed out that the 
Council’s agenda was crowded. He said that 
Austria was not sufficiently denazified to be 
trusted. 

Pinned down to a possible date, Mr. Molotov 
said : 

It might be necessary to leave troops in Austria for 


another year; that is, two years in all from the end of 
the war. 


In the middle of May it was proposed that the 
Council recess for a month. Secretary Byrnes 
took this opportunity to make another effort in 
behalf of Austria. He suggested that during the 
recess the deputies of the Foreign Ministers could 
start preliminary work on a draft treaty. 

The British and French Foreign Ministers again 
agreed. 

Once again Mr. Molotov objected. He told 
Secretary Byrnes curtly, “When we are ready, we 
will inform the other delegates.” 

Despite this rebuff the United States went ahead 
and prepared a draft treaty. So did the British. 

When the Council reconvened in June, Secretary 
Byrnes again urged that the Austrian treaty be 
scheduled for discussion. After much hesitation 
Mr. Molotov agreed but insisted that it be the 
Austrian “question” rather than the Austrian 
treaty and that it be the last item on the agenda. 

When the Council finally reached the Austrian 
“question,” Secretary Byrnes said he felt that 
prompt action should be taken because it was in- 
conceivable to him that treaties with Italy and the 
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Balkan States should be concluded and nothing 
done about Austria. 

The Soviets, however, announced three new 
conditions which, they declared, must be met be- 
fore the Soviet Union would agree to consider an 
Austrian treaty. These were (1) more progress in 
eliminating alleged Austrian nazism, (2) the 
forcible repatriation of displaced persons in 
Austria, and (3) the completion of the Italian and 
Balkan treaties. 

Obviously there could be no action on the treaty 
at that time. None was taken. 


Treaty Deputies Appointed 


The Council of Foreign Ministers met again, 
this time at New York, in the late fall of 1946. 
The Italian and satellite treaties were completed. 

Secretary Byrnes then proposed that special 
Austrian treaty deputies be appointed. The 
Soviet Union objected but finally agreed. The 
deputies were named and instructed to set to work 
immediately. They were to begin consideration 
of the drafts, agree on as many articles as possible, 
and report to the Council at its next session, 
scheduled for the following March at Moscow. 

The story of this first postwar year, 1946, is 
important insofar as it provides background for 
what was to follow. It was a curtain raiser for 
the years ahead. 

The activities of the Soviets in Austria during 
1946 are significant. 

The Potsdam Agreement asserted that repara- 
tions would be permitted from “appropriate Ger- 
man external assets.” The United States, the 
United Kingdom, and France interpreted this to 
mean properties in Austria owned legitimately by 
Germany and German nationals as of May 8, 1945. 
They did not include (1) property seized after the 
Anschluss through force or duress, (2) property 
owned by the Austrian Government, or (3) prop- 
erty in Austria owned by nationals of the U.N. 
nations. 

However, from the first the Soviets placed a far 
different interpretation upon the term. Immedi- 
ately after the liberation of Austria they began 
to dismantle factories and plants in their zone 
and ship the equipment to the Soviet Union. Esti- 
mates for that first year on equipment taken from 
Austrian metal-working, machinery, and locomo- 
tive industries alone run to 63,778 pieces. The 
total of the Soviet “take” probably never will be 
known. 

When the special treaty deputies met at Lon- 
don early in 1947, new Soviet delaying tactics 
emerged. Whereas the other deputies submitted 
concrete outlines of all treaty articles, the Soviet 
deputy offered only incomplete proposals. He 
spent most of his time criticizing the proposals of 
the other powers. He found little, if anything, 
worth while to say for them. 


Department of State Bulletin 











Ve 


—_— — Se FF O™ 


-— FC Ow we Ore 


~- lh! 


We 


vs 


_ =— — — 9s 


~S \ ‘ -_ ' w= ' . _ 


wa SS ee" aS F 





Nevertheless, the deputies did manage to accom- 
plish some work. They disposed of all but 20 
articles, which were referred to the Moscow session 
of the Council of Foreign Ministers. 


The Council in Moscow 


When the Council met at Moscow in March, 
with so much of the spadework done, the Western 
Powers had high hopes for an early agreement. 

In his book My Three Years in Moscow, Am- 
bassador Walter Bedell Smith (now Under Sec- 
retary of State) reported: 


The Western representatives were not entirely sur- 
prised over the difficulties they encountered in attempting 
to reach an agreement on Germany but they expected 
progress in formulating a treaty for Austria. Here, at 
first, things went well and agreement was reached on 
all but a few points. But these were basic and of 
fundamental importance. 


“German assets” overshadowed all other issues. 
By this time the Soviets had seized in Austria 
more than 300 enterprises, valued at roughly 700 
million dollars. They demanded that the treaty 
give them permanent possession. 

What they wanted meant: 


1. Two-thirds of Austria’s entire oil pro- 
duction, all of its oil reserves, and about three- 
fourths of its refining capacity. 

2. The extensive assets of the Danube Shipping 
Company in Austria, Hungary, and the lower 
reaches of the river. 

3. Three hundred industrial plants, including 
those in iron and metal work, machinery, electri- 
cal equipment, heavy chemicals, textiles, glass, 
steel construction, and optical and precision in- 
struments. 

4. Forty-one percent of the largest bank in Aus- 
tria and complete control of four other large 
Austrian banks. 

5. A large proportion of the insurance com- 
panies in Austria. 


As a second issue the Soviet Union threw into 
the pot certain claims of Yugoslavia against Aus- 
tria for reparations and for the cession of a large 
part of the Austrian Province of Carinthia and 
small portions of Styria and Burgenland. 

The Four Powers had agreed at Potsdam that 
there should be no question of reparations so far 
as Austria was concerned. Premier Stalin him- 
self was a party to that agreement. Moreover, 
the claims of Yugoslavia were based on damages 
caused by Hitler’s armies. Their claims to rep- 
arations were against Germany, not Austria. 

As for Carinthia, the Western Powers recalled 
that, in 1920, there had been a plebiscite in that 
area under the auspices of the League of Nations, 
and the majority of the people had voted to re- 
main Austrian. The rights of the Slovene mi- 
nority were protected under the new Austrian 
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constitution. Nevertheless, the Soviets supported 
both Yugoslav claims. 

The Western Powers were not unaware, of 

course, that Soviet championship of the Yugo- 
slavs was motivated by something more than 
sympathy for their cause. Ambassador Smith 
wrote: 
. . . from remarks made by members of the Soviet dele- 
gation and finally from covert proposals made by Molotov 
during the final stages of the conference, it was clear that 
the Soviet Union would abandon its advocacy of Yugo- 
slavia’s claims at once if the Kremlin’s definition of what 
constituted “German assets” in Austria . . . was accepted 
by the Western powers. 


A few years later Ambassador Smith’s inter- 
pretation of the Soviet position was confirmed in 
the subsequently published exchange of notes be- 
tween Tito of Yugoslavia and the Kremlin. From 
these notes we learn that Molotov and Vyshinsky 
both told Yugoslavia shortly after the Moscow 
Conference opened that there was no hope that the 
Council would accept their claims. To quote from 
one of these notes: 


Foreign Minister Molotov declared to Yugoslav Foreign 
Minister Kardelj that, despite such hopeless proposals, 
the Soviet delegation would continue to keep the question 
of Slovene Carinthia on the agenda but only to facilitate 
a positive solution regarding German property in Austria 
cn behalf of the Soviet Union. 


Toward the end of the Moscow session the U.S. 
Secretary of State, General Marshall, proposed 
that the discussion of the Austrian treaty be con- 
tinued by the deputies, with a cutoff date set for 
September. If no agreement had been reached 
by that time, the Four Powers should submit all 
unsettled questions to the General A sembly of 
the United Nations. The British and French 
agreed. The Soviets refused. 

However, a proposal was accepted by the Four 
Powers to set up a special Austrian Treaty Com- 
mission to consider all disputed articles. 

bby this slight gain the Moscow Conference 
ended. 


The Austrian Treaty Commission 


The new Austrian Treaty Commission met at 
Vienna May 12, 1947. The Commission held 85 
meetings. There was, however, no agreement. 
If anything, the Soviet position became more arbi- 
trary. For example, the Soviet member repudi- 
ated an earlier commitment to claim Austrian 
property only if it had been purchased by the 
Germans at a fair price. The Soviets asserted 
claim to all such property, even if it had been 
purchased under duress and regardless of price. 
The Commission adjourned October 11. 

There had been one development. In the fall 
the French Government had submitted a proposal 
under which certain specified “German assets” in 
Austria were to be assigned to the Soviet Union. 
Others were to be returned to Austria for a lump- 
sum payment of 100 million dollars. In the hope 
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of breaking the deadlock, arriving at a treaty, and 
ending the occupation, the United States and 
Britain supported this proposal. 

The French proposal was introduced in the 
Council of Foreign Ministers at London in No- 
vember 1947. The Soviets would have none of it. 
The Conference ended with no progress on a treaty. 

During 1948 the question of the Austrian treaty 
did not come before the Council of Foreign Min- 
isters. The deputies met repeatedly, disagreed, 
and adjourned. 

At one time it did appear, briefly, that the 
Soviets were ready to come to some kind of under- 
standing. Early in 1948 they submitted their 
own specific demands. Adapting the French pro- 
posal to their own figures, they asked for a cash 
settlement of 200 million dollars, two-thirds of all 
oil production for 50 years, all the assets of the 
Danube Shipping Company in eastern Austria, 
and other properties. ea they continued to de- 
mand that Yugoslavia’s claims be met. 

The Soviet proposal was unacceptable to Aus- 
tria and was rejected by the Western Powers. 

At the suggestion of the United States the depu- 
ties met at London February 9, 1949. By mid- 
April it had become obvious that the Soviet dep- 
uty, acting on orders from Moscow, was pursuing 
deliberate delaying tactics. It was useless to con- 
tinue until after the meeting of the Foreign Min- 
isters scheduled for May at Paris. , 

At Paris the Western Powers made their posi- 
tion clear. When Austria came up on the agenda, 
they jointly declared: 


Austria is a liberated country. It is extremely difficult 
to justify continued military occupation four years after 
Allied troops liberated Austrian territory from Nazi domi- 
nation. The Austrian people and the Austrian govern- 
ment have repeatedly called upon us to fulfill our 
responsibilities and to complete the task we assumed. 
Surely the time is long overdue for the execution of these 
commitments. 


In the meanwhile there had been one develop- 
ment. Relations between Yugoslavia and the 
Soviet Union had cooled. The open break was yet 
to come, but notes had begun to fly back and forth 
between Tito and the Kremlin. 

Approached now on Yugoslavia’s claims, the 
Soviet Foreign Minister, Mr. Molotov, made a 
gesture of defending his one-time friends and then 
abandoned them. Theirclaims would be dropped. 

With that obstacle removed, the Western 
Powers, with Austria’s approval, made an offer. 
They agreed that the U.S.S.R. should receive 60 
percent of Austrian oil production, shares in the 
Danube Shipping Company, and a 150-million- 
dollar cash settlement. It was a high price, but 
putting an end to the occupation and restoring 
Austrian sovereignty were thought to be worth it. 
The concessions were made on the understanding 
that they would be incorporated in a final treaty 
to be completed by September 1, 1949. With the 
Soviets apparently agreeing, the deputies were 


810 





instructed to set to work and be ready with the 
treaty by that date. 

Austrian hopes rose with the news of the Paris 
“settlement.” “Now we shall be masters in our 
own house,” commented the Austrian Foreign 
Minister, Karl Gruber. He was given a trium- 
phant reception when he returned to Vienna. 

And so the deputies met July 1, 1949, at London 
to finish up the business—or so the Austrians and 
the Western Powers thought. 

They were soon disillusioned. It was the old 
question of “German assets.” The Soviets had 
been perfectly willing to make big concessions at 
the expense of Yugoslavia, but when it came to 
their own interests even slight compromises were 
out of the question. 

For example, there was a large amount of rail- 
road rolling stock which the Soviets had seized 
as “war booty.” At Paris the Foreign Ministers 
had agreed that war booty was to be returned to 
Austria. The deputies were to define the exact 
meaning of the term. The Soviet deputy now 
refused to agree that these railroad items, vitally 
important to Austrian economy, came under the 
heading of “war booty.” 

Under the Paris agreement the Soviets were to 
receive 60 percent of the oil exploration lands in 
Austria. In London the Soviet deputy inter- 
preted this clause in such a way as to assure a 
monopoly for the Soviet Union on virtually all 
future Austrian oil production. 

The Paris agreement would have allotted the 
Soviets oil refineries in Austria with an annual 
refining capacity of 420,000 tons. In London the 
Soviet deputy handed the other deputies a long 
list of refineries to which the Soviets laid claim 
under this provision. By manipulating produc- 
tion figures, they had emt the agreed Paris 
total to include all major Austrian refineries. 

They demanded full title to the sole pipeline 
running from the producing area to the refineries. 
They insisted upon rights to Danube shipping 
properties, even in excess of those formerly pos- 
sessed by the Danube Shipping Company. 

Thus there was no treaty ready for the Foreign 
Ministers on the scheduled date, September 1, 1949. 

The deputies met again in New York during the 
last week in September. At that time the Foreign 
Ministers of the Four Powers were at Lake Success 
attending a session of the General Assembly of 
the United Nations. 

The first few meetings of the deputies produced 
no results. An appeal was made to the Soviet 
Foreign Minister, Mr. Vyshinsky, and on October 
6 Mr. Vyshinsky made public a statement to the 
effect that the unagreed articles presented no 
problem if “German assets” could be settled to 
Soviet satisfaction. 

Briefly there was hope. The Soviet deputy, 
however, announced that the Soviet Union would 
make no.concessions. He concluded his statement 
with an abrupt “That is all, gentlemen.” 
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Finally, on November 11, the U.S. deputy an- 
nounced that the United States would be willing 
to accept the wording of the Soviet draft on “Ger- 
man assets.” It was clear, however, that the 
United States was not taking this position because 
it agreed in principle but only because of the 
wishes of Austria to be free, even at this price. 

Word went out from Lake Success that chances 
for completion of the treaty draft by the end of 
the month were very good. 


The “‘Dried Peas Debt’’ 


The hopes thus raised were soon dashed. The 
Soviet deputy announced that he could not agree 
until he knew the outcome of Soviet-Austrian ne- 
gotiations on Soviet claims for compensation for 
postwar relief supplies allegedly given Austria. 
He said he would not continue the discussion until 
this matter had been settled. 

This was, of course, a completely extraneous 
issue. It had nothing to do with the treaty. 

The Austrians contended that the supplies in- 
volved were largely dried peas taken from 
Wehrmacht stores in Vienna by the Soviets at the 
time of “liberation” and distributed to the hungry 
population in the days immediately following. 

The Austrians had made every effort to settle 
the business with the Soviets, but the Soviets had 
refused to set a figure. They had ignored Aus- 
trian notes on the subject. 

News of the introduction of the issue as a bar 
to the treaty was received in Vienna with shock 
and bewilderment. 

The deputies adjourned to reconvene at London 
January 9, 1950, when, presumably, the issue of 
the dried peas would have been settled. The Aus- 
trians resumed their efforts to close the “dried 
peas debt” but were unsuccessful. 

The issue was still unresolved when the deputies 
met at London. 

The meeting dragged on through April. With 
the excuse of the “dried peas debt” wearing thin, 
the Soviet deputy came up with an entirely new 
issue. He charged the Austrian Government and 
the Western Powers with encouraging a revival 
of nazism and remilitarization in Austria. Al- 
most identical charges had been examined re- 
peatedly by the Allied Council in Vienna, where 
the Western High Commissioners had found them 
unconvincing, vague, and unsupported by the 
evidence. 

Not content with this, the Soviet deputy asked 
the other deputies to attend a special meeting on 
May 4, 1950, where he said he would have “some- 
thing important” to say. 

That “something important” was a denuncia- 
tion of the United States and Great Britain for 
their presence in Trieste. 

Despite the obvious fact that the Austrian 
treaty had no direct relationship with the Trieste 
question, the Soviet deputy stated on May 22 that 
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“before signing the treaty with Austria, it is nec- 
essary that the Governments of the U.S.A., Great 
Britain and France should reply to the »ote of 
the Soviet Government of April 20 on the question 
of Trieste.” 

Austria, apparently, was to serve as a hostage 
to force compliance on the part of the Western 
Powers on this entirely irrelevant issue. If this 
linking of two unrelated matters prevented the 
conclusion of a treaty, the Soviet exploitation of 
Austria could continue. 

In terms of progress toward a treaty, the year 
1951 was practically a blank. At a meeting at 
Paris the Western deputies made a strenuous ef- 
fort to agree upon a meeting of the Council of 
Foreign Ministers and to have the Austrian ques- 
tion included on the agenda but failed. 

In September U.S. Secretary of State Acheson, 
Foreign M ister Schuman of France, and For- 
eign Secretary Morrison of the United Kingdom 
met in Washington. They discussed the Austrian 
treaty and on September 14 issued a tripartite 
declaration, which, in part, stated : 


... there is no justification for any further delay in the 
conclusion of a treaty for the re-establishment of a free 
and independent Austria. This has been a constant aim 
since the conclusion of hostilities. They [the three 
Western Powers] will not desist in their efforts to bring 
the Soviet Government to the same view and to that end 
they have decided to make a new and resolute effort in 
the meetings of the Austrian Treaty Deputies to fulfill 
the long over-due pledge to the Austrian people. 


Speaking before the Sixth Session of the Gen- 
eral Assembly of the United Nations in Paris, 
November 13, 1951, Secretary Acheson called upon 
the Soviet Union for action. He said: 


For more than five years now the United Kingdom, 
France, the Soviet Union, and the United States have 
been discussing the conclusion of a treaty for Austria. 
The four powers have promised the Austrian people in- 
dependence. The Austrians have long ago fulfilled all the 
conditions for the restoration of their complete sov- 
ereignty. But the country is still under occupation ... 
the Soviet leaders can speak the word which will fulfill 
their promise to Austria. 


A new meeting of the deputies was called for 
January 29 at London. 

The Soviet deputy refused to attend. No meet- 
ing, therefore, could be held. 


The “Short Treaty” Is Drawn 


In the spring of 1952 the Western Powers took 
an important step in an effort to break the dead- 
lock in the negotiations. 

The 1949 agreement on the basic treaty pro- 
visions had included a provision that the inal 
treaty should be ready by September 1 of that 
year. That deadline, however, had not been met. 

In the meantime Austria had moved ahead. 
The situation had changed. Many of the provi- 
sions of the draft treaty were no longer applicable. 
Others were too punitive for a country whens de- 
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votion to democratic principles and whose ability 
to put them into effect had been demonstrated. 

ustria was no longer on trial. She had proved 
herself. 

Accordingly, the Western Powers set to work 
to prepare a new draft. The result of their labors 
was a short treaty of just eight articles® Of 
these, seven were agreed articles from the old draft 
and were, as the Western Powers saw them, all 
that was needed to assure Austria her freedom and 
independence. 

One article was new. It read: 


Each of the Allied and Associated Powers shall... re- 
linquish to Austria all property, real and personal, of 
whatever description, held or claimed by them as German 
Assets or war booty in Austria. 


The matter of Soviet rights to compensation was 
not disputed. The new article, however, took 
into consideration the 7 years of exploitation of 
the Austrian economy by the Soviets. 

The new draft proposed to put an end to that 
exploitation. It proposed to restore to Austria 
not only her political independence but the where- 
withal to make that independence meaningful. 

The new draft was submitted to Moscow March 
13, 1952. With it went notes from the Western 
Powers explaining the proposal and urging the 
Soviet Government to cooperate in this latest ef- 
fort to fulfill the pledges of the Moscow Declara- 
tion. 

The U. S. note said :* 

The Government of the United States considers that 
failure to reach an Austrian settlement has placed a heavy 
and unnecessary burden on the Austrian people and has 
contributed materially to the maintenance of the danger- 
ous tensions which unhappily exist in international 
relations. It is the most earnest desire of the Govern- 
ment of the United States to do everything within its 
power to remove these tensions. The conclusion of an 


Austrian treaty would constitute an important step to- 
ward the consolidation of peace. 


Weeks and months slipped by without a reply 
from the Soviets. The Western Powers for- 
warded “reminders” to Moscow from time to 
time and still received no reply. 

In July the Austrian Government itself took 
action. A memorandum was circulated among the 
members of the United Nations calling attention 
to the situation and presenting the Austrian case.° 


The memorandum said, in part: 


The protracted occupation of Austria, the duration of 
which can now not even be estimated, affects Austrian 
political and economic interests in the most serious 
manner. 


There was a brief survey of Austrian properties 
now in the hands of the Soviets. (For text, see 
Annex.) 

The preference of the Austrian Government for 
the short draft treaty was stated: 


* Tbid., Mar. 24, 1952, p. 449. 
* Tbid., p. 448. 
* Tbid., Aug. 11, 1952, p. 221. 
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. . . negotiations cannot be resumed on the basis of the 
old treaty draft which . . . contains a number of financial 
and economic provisions no longer bearable... and 
hardly ever acceptable to the Austrian Parliament... 


Reaction among U. N. members to the Austrian 
memorandum was definitely favorable. It was 
hard for anyone to see why Austria should not 
be restored to freedom and independence. Senti- 
ment for its admission to the United Nations itself 
was strong. 

On August 14, 5 months almost toa day after the 
short treaty draft had been forwarded to Moscow, 
the Soviets replied.°® 

The tone of the reply was not encouraging. The 
Soviets demanded, first of all, the withdrawal of 
the new draft. Trieste was again mentioned, and 
there were references to demilitarization and de- 
nazification. The Austrian memorandum was 
condemned as “notorious.” 

Specific criticisms of the new draft, however, 
were limited to charges that the text omitted cer- 
tain agreed articles in the old draft guaranteeing 
democratic rights to the Austrian people an 
granting the Austrian Government the right to 
maintain its own national armed forces. The last 
objection was curiously inconsistent in light of 
the references to “demilitarization.” Actually, of 
course, Austria has no national armed forces. It 
owns not a single military plane or pee of any 
description. It has no guns, no tanks, no ammu- 
nition, no troops. 

The Western Powers lost no time in replying 
to the Soviet note. They sent a note to Moscow 
in which they agreed to the inclusion in the new 
draft of the articles from the old draft covering 
the points raised by the Soviets.’ 

The Soviets were reminded, however, that the 
present Austrian Constitution and Austrian legis- 
lation actually in force provided full democratic 
rights to the Austrian people. Three free elec- 
tions since 1945 had been held, with a resulting 
Government holding the full confidence of the 
Austrian people. 

Said the U.S. note: 


Nonetheless, appreciating the careful consideration given 
by the U.S.S.R. during the past five months to the pro- 
posal of March 13, 1952, and anxious, as it has been 
since the Moscow Declaration of 1943, to restore to Austria 
full independence, the Government of the United States 
therefore proposes that there be added to its proposal of 
March 13, 1952 articles 7, 8, and 9 of the long draft as 
previously agreed upon by the four powers. 


These were the articles of the old draft referring 
to the democratic rights of the Austrian people. 

The Western Powers agreed also to the inclusion 
in the new draft of the old article on armed forces 
for Austria. 

Of this the U.S. note said: 


With reference to the Soviet Government’s objections 
to the proposal of March 13, 1952 in that it passes over 
the right of Austria to have its own national armed forces 


* Tbid., Sept. 1, 1952, p. 322. 
" Ibid., Sept. 15, 1952, p. 404. 
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necessary for the defense of the country, the Government 
of the United States considers that the right to maintain 
armed forces belongs inherently to a free and independent 
nation and should not hive to be specifically granted to a 
nation never considered to have been an enemy. The 
Soviet Government, however, implies by its reference to 
the long draft of the State Treaty that it wishes to place 
limitations upon Austria’s right to have national armed 
forces for its self-defense. While seeing no necessity thus 
to limit Austrian sovereign rights the United States Gov- 
ernment, in order to reach early agreement and to termi- 
nate the occupation, would accept, although reluctantly, 
the addition of Article 17 of the long draft to its proposal 
of March 13, 1952. 


The specific objections of the Soviets having 
been met, the Western Powers then proposed that 
a meeting of the deputies be scheduled for Sep- 
tember 29 in London to initial the new draft as 
amended to meet the Soviet objections. 

Said the United States: 


The Government of the United States . . . believes 
that the way is now clear for the conclusion of an Austrian 
settlement . 


But the meeting called for September 29 was 
destined never to take place. On September 27 
the Western Powers received identical notes from 
the Soviet Government reiterating its demand 
that the short draft be withdrawn before any fur- 
ther discussion of the Austrian treaty. 

The emphasis in their objections to the new 
draft, however, had shifted. The block was again 
“German assets.” 

This time the mask was off. The Soviets made 
little attempt to conceal their determination not 
to discuss any treaty which would require them 
to disgorge their loot. They wanted that thor- 
oughly understood before even consenting to meet 
with the Western Powers. 

There was no meeting in London on the date set. 

The next development was the effort by the 
Soviets to prevent the inclusion of the Austrian 

uestion on the agenda of the General Assembly. 
hen came the fight in the General Assembly to 
prevent consideration, and later approval, of the 
Brazilian resolution. On both points the Soviets 
were unsuccessful. The resolution was adopted. 

On January 12, 1953, the Western Powers, in 
identical notes * to the Soviet Government, called 
to the attention of Moscow the wishes of the U.N. 
members, clearly expressed in the vote on the 
Brazilian resolution. 

Said the notes: 


It is proposed, therefore, rather than to continue the 
sterile exchange of notes that a meeting of the 
Austrian Treaty Deputies be held at an early date for 
the purpose of concluding an Austrian Treaty. 


The meeting was set for January 30, 1953, at 
London. 

At first it appeared unlikely that the Soviet 
deputy would attend. In another note Moscow de- 
manded the withdrawal of the short treaty before 
any meeting was scheduled. 


* Tbid., Jan. 26, 1953, p. 135. 
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The Western Powers stood firm. The meeting 
pis postponed a week. February 6 was the new 

ate. 

This time the Soviet deputy, Andrei Gromyko, 
put in his appearance. He came armed with his 
Government’s instructions to prevent the conclu- 
sion of an Austrian treaty. 

He declared that only after withdrawal of the 
new draft could “other matters relating to the 
Austrian question be discussed.” 

The Western Powers were conciliatory. They 
stated that the meeting had been called simply 
to discuss an Austrian treaty. The French dep- 
uty suggested that anything could be discussed 
that couid lead to the desired end. 

The U.S. deputy proposed, in light of the So- 
viets’ objections to the short draft, that it be laid 
aside-and work be resumed on the old long draft. 
He said that he would be ready to withdraw the 
abbreviated treaty if they could conclude a just 
and equitable treaty on any other basis, including 
the long draft, without further delay. As the 
Soviet Government had expressed readiness to 
conclude a treaty on the basis of the long draft, 
he formally proposed that discussion begin by 
going through the long draft. 

Mr. Gromyko, however, again insisted that no 
discussion could take place until the new draft 
was withdrawn. He refused to enter into any 
discussion, even after the Western deputies agreed 
that the short draft would be withdrawn if a just 
and equitable treaty could be concluded on any 
other basis without delay. 

The Western deputies repeated their willingness 
to begin the discussion by a review of the long 
draft. To this the Soviet deputy replied, “I have 
nothing to add to my previous position.” 

Considering that the Western Powers had 
agreed to resume business on the basis of the old 
draft, Mr. Gromyko’s “position” seemed highly 
indefinite. Since he refused to go further into 
the subject, it became more than apparent that 
attempts to continue the discussion would be 
futile. The meeting was suspended. 

And so, in the spring of 1953, the question of 
freedom and independence for Austria was still 
unresolved. The attitude of the Soviet Union 
leaves little hope for a satisfactory conclusion of 
a treaty in the immediate future. 

Austria is still occupied. In June 1947, the 
United States waived payment from Austria for 
occupation costs, but Austria still foots the bill for 
the age of the troops of the other occupying 
—— peaking of the total economic burden 

orne by Austria, Foreign Minister Gruber has 
said: 
Had it not been for the generous aid of friendly nations, 


and in particular the United States of America, Austria 
would be an economic wreck today. 


In light of the pledges of the Moscow Declara- 
tion, the Austrian people resent the fact that their 
country has been singled out for such treatment. 
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Occupation forces have been withdrawn from 
Italy and Japan, admittedly “enemy” nations. 
Treaties have been signed with Bulgaria, Finland, 
Hungary, Italy, Japan, and Rumania. 

Austria, by solemn agreement a “liberated” 
country and never an enemy, now asks to be lib- 
erated from her “liberators.” She asks that the 
pledges of the Moscow Declaration be fulfilled. 

The United States backs that plea. In his con- 
cluding remarks before the Political and Security 
Committee, Ambassador Cohen said: 


Austria seeks only justice. And it is justice long de- 
layed. My Government believes that Austria is entitled 
to its freedom and independence . 


ANNEX 
Losses Incurred by Austria Through the Occupation °® 


A complete enumeration of all losses suffered by Austria 
through the occupation which has now lasted for more 
than seven years, and a detailed description required in 
this connection of its indirect effects on Austria’s economy, 
which can only be fully ascertained after the withdrawal 
of the troops of occupation, would go far beyond the limit 
of this short information. Therefore, only a few partic- 
ularly important facts and figures indicating the extent 
and diversity of the losses incurred will be presented in 
the following paragraphs. 


1. Direct costs of occupation : 


From 1945 to 1951 Austria has paid more than 6400 mil- 
lion Austrian Shillings in occupation costs, A. S. 5200 mill. 
of which were paid directly to the powers of occupation, 
while the remaining A. S. 1200 mill. were used for the 
exchange, at a rate of 1:1, of the military shilling notes 
issued by the occupying powers in 1945. (It should be 
noted here that the American occupation authorities, in 
recognition of the fact that there was no reason to con- 
tinue the occupation of a liberated Austria waived their 
claim to occupation costs. ) 

To this day, direct occupation costs, converted into 
Dollars at the present rate of exchange, amount to ap- 
proximately $300 mill. 

If the rate of exchange of 1:10 in force from 1945 to 
November 1949 is applied to the occupation costs paid 
during this period, the sum spent on occupation costs from 
1945 to this day amounts to $530 mill. 


2. Indirect losses suffered by the state: 


All goods shipped to the occupation powers are exempt 
from any taxes, dues and customs formalities. The en- 
terprises seized by Soviet Authorities (Usta-enterprises) 
do not pay the prescribed tuxes; similarly, no tax is paid 
from the illegal sale of foreign tobacco products, made 
possible solely by the fact of the occupation. 

The losses in taxes and dues thus incurred by the Aus- 
trian state up to the end of 1951 can be estimated as 
follows: 

million Shillings 





ee CE 1, 160 
i eee Te Le 540 
SII eo Gc ema ean 123 
MII iiss erwnceiowiaanes 1, 520 
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® Annex 5 of memorandum presented to the Department 
of State July 31, 1952, by the Austrian chargé d’affaires, 
announcing his Government’s intention of taking to the 
United Nations its plea for the conclusion of a State 
treaty to end the occupation of Austria and restore its 
national sovereignty. 
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This sum, calculated at the present rate of exchange 
of A.S. 21,36 to U.S. $1 (disregarding the rate of A.S., 
10 to $1 valid until 1949) corresponds to appr. $150 mill. 


3. Seizures and dismantlements: 


Following the liberation of Austria a series of seizures, 
dismantlements and removals of all kind were carried 
out. The losses incurred through the dismantlement and 
removal of machinery, semi-finished products, raw mate- 
rials and equipment amount to appr. $500 mill. 


4. Tourist traffic in Austria: 


The losses suffered by the Austrian tourist industry 
through the seizure of tourist establishments thus di- 
verted from their original use amount to $24,5 mill. The 
sums necessary for the restoration of these tourist estab- 
lishments, which have suffered severest damage by such 
seizure and diversion are estimated at $29 mill. 

Moreover, the exploitation by a power of occupation 
of the oil deposits in Austria signifies for the Austrian 
economy a yearly loss of many millions of Dollars, as 
illustrated by the following figures: 


i, Production in T9001 .. 6.8 66s 

Value based on the price of crude 

oil only of $17 per ton . . . appr. $38, 000. 000 
Considering the Austrian refining 
capacity of 1,300.000 tons, and 
assuming an average price for 


2, 236. 000 tons 


refined oil products of $30, 
the above figure is increased 
nee ee ee are ve appr. $55, 000. 000 


Deliveries to Austrian consumers 


(finished products) ........ 813. 000 tons 
Remaining production, exported 
after deduction of the quantities 
used by the oil plants and the 
UstA-enterprises.......... 1, 180. 000 tons 
(53%) 


Thus, the losses suffered by Austria 

in convertible currency in 1951 

GUIOUEE CO 0s ee es $23, 000. 000 
On the other hand, in spite of her 

own oil production, 538% of 

which is being exported, Austria 

had to import, in 1951, mineral 

oil products of a value of .... $4,349. 000 

. An area of 109.452 hectares (appr. 270.300 acres) of 
arable soil has been seized and removed from Austria 

control. 

3. One half of Austria’s Danubian river fleet, includ- 
ing practically all riparian installation, warehouses 
etc. was also seized. 

4. Nearly 600 railway engines and thousands of rail- 
way coaches were removed as war booty. 

5. In addition, 9 telephone exchanges, sixty thousand 
switchboard connections and 30.000 telephones were 
dismantled. 


bo 


U.S.S.R. Declines Participation 
in Austrian Treaty Meeting 


Press release 291 dated May 26 


On May 25 Soviet Ambassador Malik at Lon- 
don addressed a letter to the Secretary General 
of the Austrian treaty deputies declining the lat- 
ter’s invitation for participation of the Soviet 
Government in a meeting of the treaty deputies, 
which was to have been held at London beginning 
on May 27. On May 26 Ambassador Malik re- 
ceived a reply to his communication in the form 
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of a joint note delivered by treaty deputies of the 

United States, the United Kingdom, and France. 
Following are the texts of Ambassador Malik’s 

letter and of the reply of the treaty deputies: 


Soviet Communication of May 25 


In confirming receipt of your letter of the 11 
May in which it is proposed to call in London on 
the 27 May a meeting of the deputies for the prep- 
aration of a draft state treaty for Austria I con- 
sider it necessary to call your attention to the 
following: 


First of all it should be recalled that the Council 
of Deputy Foreign Ministers for the Austrian 
Treaty is not in any way a permanent quadri- 
partite organ and the summoning of such meet- 
ings lies within the competence of the Council of 
Foreign Ministers, the setting up of which was 
decided at the Potsdam Conference of 1945. 

Starting from the year 1947, the question of an 
Austrian treaty was submitted on a number of 
occasions to sessions of the deputies but, in spite 
of the efforts made from the Soviet side, agreement 
was not reached. In the years 1947-49, appro- 
priate meetings of the deputies were held, but they 
did not lead to the results which they should have. 
The meetings of the deputies which took place in 
the year 1950 also did not lead to a solution of 
the question of an Austrian treaty. Likewise in 
view of the position taken up by the representa- 
tives of the three powers, the meetings of the dep- 
uties held in February 1953 did not alter the 
position. 

In view of the foregoing circumstances, there 
are no grounds to suppose that the meeting of the 
deputies which is now proposed would give any 
more successful results than the preceding 
meetings. 

In connection with the foregoing, I propose 
that, at the present time, it would be more expedi- 
ent to consider this question through diplomatic 
channels by means of an appropriate exchange 
of opinions. 


Treaty Deputies’ Joint Note of May 26 


In his letter of the 25 May to the Secretary Gen- 
eral of the Deputies for the Austrian Treaty, the 
Soviet Deputy alleged that a meeting of the Treaty 
Deputies could be called only at the request of 
the Council of Foreign Ministers, and asserted 
that there were no grounds for believing that the 
meeting called for the 27 May would be successful. 
The Deputies of France, the United Kingdom and 
the United States fail to understand the Soviet 
Deputy’s position. It is the assigned task of the 
Deputies to draft an Austrian Treaty. All but 
a few of their 260 previous meetings were called 
without specific instructions from the Council of 
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Foreign Ministers. Moreover, at the last meeting 
of the Deputies on February 9, 1953, the Soviet 
Deputy agreed to an adjournment with the under- 
standing that the next meeting would be called by 
the United Kingdom Chairman at an early date. 

The three Deputies consider unwarranted the 
assumption by the Soviet Deputy that the meeting 
proposed would not lead to the conclusion of an 
Austrian Treaty. At the last meeting they made 
it perfectly clear they were prepared to accept any 
treaty in terms which would ensure Austria’s 
political and economic independence. They are 
convinced that, given goodwill on the Soviet side, 
it would still be possible to conclude such a treaty. 

The three Deputies deeply regret the refusal of 
the Soviet Deputy to meet and are reporting the 
position to their respective governments. 


Rumanian Diplomat Declared 
Persona Non Grata 


Press release 289 dated May 26 


The Department of State on May 26 notified the 
Legation of the Rumanian People’s Republic that 
Christache Zambeti, First Secretary of the Lega- 
tion, is persona non grata for activities incompati- 
ble with Mr. Zambeti’s status as a diplomat ac- 
credited to this Government. The Department 
ordered Mr. Zambeti’s immediate departure from 
the United States. 

The action taken was based on carefully verified 
information which revealed that Mr. Zambeti on 
May 20 called at the home of V. C. Georgescu, a 
naturalized American citizen of Rumanian descent 
residing in New York City, and attempted to sub- 
vert Mr. Georgescu to collaborate politically with 
the Communist regime of .tumania to the detri- 
ment of the U.S. Government. The price offered 
for this collaboration was to be the welfare of Mr. 
Georgescu’s minor sons and their possible restora- 
tion to their parents. Mr. Georgescu’s sons, 
Costantin and Peter, ages 19 and 14 respectively, 
were born in Rumania and have been refused per- 
mission by the Rumanian authorities to come to 
this country to rejoin their parents. Mr. Geor- 
gescu rejected the proposal of Mr. Zambeti and 
reported the matter to the proper authorities. 

Following is the text of the Department’s note 
to the Legation of the Rumanian People’s Republic 
regarding the status of Mr. Zambeti: 

The Acting Secretary of State presents his compliments 
to the Minister of the Rumanian People’s Republic and 
invites his attention to the following: 

The Government of the United States has ascertained 
that Christache Zambeti, First Secretary of Legation, has 
engaged in activities incompatible with his status as an 
accredited diplomatic official. 

Therefore, this Government is impelled to declare Mr. 
Zambeti persona non grata. The Legation is requested 


to make arrangements for his immediate departure from 
the United States. 
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Reiteration of Principles 
of UNC Position on POW Issue 


Statement by the President 
White House press release dated May 26 


The attention of the free world is focused upon 
the armistice negotiations at Panmunjom. There, 
on May 25, the U.N. Command renewed its efforts 
to bring an honorable peace to Korea and a fair 
and humane settlement of the Pow issue. To speed 
these negotiations the U.N. Command requested 
executive, in other words confidential, sessions. 
We are continuing to observe the executive nature 
of those sessions. 

There are, however, certain principles inherent 
in the U.N. Command position which are basic and 
not subject to change. No prisoners will be re- 
patriated by force. No prisoners will be coerced 
or intimidated in any way. And there must be a 
definite limit to the period of their captivity. The 
procedures used in handling the prisoners must 
reflect these principles. 

In all this, our allies are in full accord. These 
principles accord also with the prevailing view 
of a representative bipartisan group of Senators 
and Congressmen who have been consulted. 

Finally: These principles on which we stand 
are the same as those which were formally ap- 
proved by 54 members of the United Nations. 


The Faith of Free Men 


by Robert L. Johnson 
Administrator, International Information Ad- 
ministration * 


Some time between now and sunrise tomorrow 
morning, hundreds of people who are waiting— 
hiding out in the forests, along the river banks, 
and in the fields—will risk their lives to escape to 
freedom. How many of them have come over 
from the Iron Curtain? The answer is nearly 2 
million persons, more than 150,000 of whom have 
crossed this great divide in 1953. These are the 
people the Soviet party members and their satel- 
lite henchmen have instructed, indoctrinated, and 
intimidated. Yet still they come. 

The real story of the people behind the Iron 
Curtain is told also in the recent demonstrations in 
Czechoslovakia—the demonstrations which began 
when the Communists tore down the statue of 
Tomas Masaryk, the beloved first President of the 
Czech Republic. In the city of Brno, school chil- 
dren formed into a procession and marched to the 
site. When the police tried to interfere, the 


* Address made before the All-American Conference To 
Combat Communism at Washington on May 23 (press re- 
lease 280 dated May 22). 
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women of Brno were at the children’s side, and 
they were followed by the workers. Surely, as the 
Voice of America pointed out in a broadcast to the 
people of Czechoslovakia, those Communist police- 
men must have sensed their ultimate fate. 

Most of us, of course, know why these people 
have revolted from communism. They onal only 
what a former citizen of the Soviet Ukraine found 
here in the United States. How surprised she was 
to discover that here no identification papers are 
required. She did not have to register at a police 
station. She could live where she chose, travel 
freely from place to place, with no forbidden zones. 
As she tells it: “Everything here depends on one’s 
own initiative, ability, and will to organize one’s 
own life. Such is life in America.” 

How well this woman’s expression of apprecia- 
tion points up the difference between the free 
world and the slave world. The fabric of the 
free world is a deep and abiding faith in our free- 
doms. The fabric of international communism is 
fear—fear of oppression, and tyranny, and inhu- 
manity. The true source of the bonds between 
free nations, as President Eisenhower has said, is 
the fundamental faiths we share together. 

Consider, for a moment, the rich heritage passed 
on to us by our brave ancestors. They left their 
homes, renounced security, and with their families 
entered the wilderness and endured incredible 
hardships. They came in quest of spiritual goals. 
They embedded in the virgin soil of a new conti- 
nent the principles and convictions which have 
distinguished our Nation from all the empires of 
totalitarianism, past and present. For theirs was 
the true revolution, one dedicated to making a real- 
ity of individual freedom—the finest ideal that 
the mind can conceive. 


What Free People Really Believe 


What do free people really believe? It comes 
down, I think, to certain simple and yet all- 
powerful convictions: 


—That a man can better himself by his own 
efforts and be respected for what he does, regard- 
less of color, creed, or racial origin; 

—That wealth is something to be created by 
mutual effort, not something to be taken away 
from somebody else; 

—That the privilege of citizenship carries with 
it personal responsibilities for the improvement 
of the community; 

—That the “other fellow” has his side of the 
story and a right to be heard; 

—That government is the servant, not the 
master of the people, and it can never confiscate 
property, minds, or souls; 

—Above all, free people believe that men live 
for a higher purpose than their own small aims 
under the laws of a power beyond that of any 
man in any state. 
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These convictions are intertwined in the fabric 
of our faith. They give us, in fact, the brawn, 
the nerve, and the mind which are our strength 
in meeting with the primary task that faces the 
United States and the free world today. 

That task is well-known to you. It is to coun- 
ter the evils let loose in the world by a system of 
government whose basic tenets are the opposite of 
our own, and whose final aim is to engorge the 
world. This system is now developing every tech- 
nique of propaganda and subversion, in a cam- 

align menacing to our way of life. Since World 
War II it has spread into a major effort to divide 
the free world. Its primary effort is to isolate 
the United States and to undermine confidence in 
our strength, the sincerity of our stated purposes, 
and our leadership. 

In short, this is the “campaign of hate,” and its 
proportions are staggering. The Soviet Union 
and its satellites are now spending about $1.5 bil- 
lion each year on direct propaganda alone. And 
Red China has budgeted almost an equal amount 
for propaganda. These expenditures do not in- 
clude the vast sums also being spent in support 
of the Communist government regimes by the 
Communist parties, nor by the organizations 
which are curry-combed by the followers and the 
travelers to serve the ends of communism. 

But they do not rely solely on direct propaganda. 
They inspire riots, as in Paris, Tokyo, and Essen 
in 1952. They create the threat of war in Asia 
and in Eastern Germany. They infiltrate under- 
ground, and they stir up conflicts between groups 
and between nations. 

To meet this challenge in the “war of ideas,” 
the U.S. Government, through the International 
Information Administration (Ita), is conducting 
a program of information and educational ex- 
change. The purpose istwofold: to combat com- 
munism and to inspire hope and confidence in the 
— and strength of free men. Both aims are 

asic. 

In my opinion, we should bring about two 
things. First, we must use all of our power to 
remove the misconceptions about the United 
States and to answer the lies the Communists tell 
about us. For example, the Soviets charge that 
we are the aggressor in Korea. However amazing 
that charge is to us, unless it is answered with the 
truth, unless we bring the facts in the case to the 
attention of millions of people, the charge will, to 
say the least, influence their thinking and their 
actions. 

Second, we must inform the world by the ex- 
amples of what we do and what we have done 
that we are not an aggressive or an imperialistic 
nation. We must tell other peoples not only of 
what we do each day but of our historical actions 
in fostering and granting independence to the 
Philippines and to Puerto Rico; and of our non- 
aggressive aims in the two great wars of the 
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century. Such truths as these will carry the con- 
viction to other peoples that our purposes are just 
what we say they are. 

As I see it, the Ira has two definite assets. On 
the one hand, we have a number of devoted men 
and women working at the task. On the other, 
we have “all the arguments” on our side. 

We do not have to engage in deception or subter- 
fuge; we do not have to twist the truth. We do 
not have the problem of the Soviets, who are try- 
ing to make the people of Poland favor a system 
under which they are paying higher and higher 
prices for bread, meat, housing, and other bare 
necessities while the Soviets are boasting to the 
world about lower prices in the U.S.S.R. No one 
in Poland needs to be an economist to realize that 
his personal privations and denials, the draining 
of his country, are what make the lower prices 
possible in the Soviet Union. 

In the last several years, the U.S. information 
and exchange program has developed in a more or 
less topsy fashion. It is a new arm of our Govern- 
ment. It must strengthen the other means— 
diplomatic, military, and economic—by which we 
pursue our objectives abroad. 


Effectivenezs of IIA 


Has this new arm of government done its job? 
Is it effective now? Should the citizen continue 
to pay his taxes in part to support such an 
undertaking ? 

Most people who know something about this 
program, I believe, have no hesitation in answer- 
ing these questions affirmatively. They know, 
moreover, that it is not the kind of program, like 
making bullets or tanks or ships, where you can 
apply the slide rules, the statistics, and the cost 
factors, and then come up with a measured answer. 

More and more people have realized that shower- 
ing a thousand leaflets is worth while if only one 
person picks up a copy and acts on it; that broad- 
casting is worth while so long as there is one 
radio receiver in operation; that the visit of one 
person may have a profound effect on our rela- 
tions with another country; that a single film can 
revolutionize the thinking of an entire village; 
and that a book vitalized with the ideals of a 
Lincoln will open the minds of all those who read 
it. 

This new program is effective, perhaps, only 
when it reaches into the minds of other people 
and presents the truth day in and day out. We 
are doing just that in many ways, but the Amer- 
ican people know very little or nothing at all 
about it. 

For example: 

—When the Soviets must use almost 1,000 trans- 
mitters to hold out the Voice of America (VOA) 
at a cost which may exceed the entire budget of 
our radio program; and when the VOA receives 
four times as much audience mail as the BBC. 
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—When two priests, one in Italy and one in 
the Philippines, can say, respectively : 


One motion picture is worth a hundred sermons. 


The thing I like [about I1a’s films] ... is that they 
make people think. Thinking people make poor Com- 
munists. 


—When the Secretary of the Belgian American 
Educational Foundation can report that of about 
650 Belgians who had been to the United States 
under the auspices of the foundation, 11 have since 
become Ministers of State (3 have been Prime 
Ministers), 5 have been Senators, 5 have been 
members of the Chamber of Representatives, 14 
have held positions in international organizations, 
and nearly 300 were, or now are, faculty members 
of the four Belgian universities or other institu- 
tions of higher learning. 

—When the distribution of press material in 
several European countries, used by free trade 
unionists, is credited with the failure of Com- 
munist-attempted general strikes; and when the 
only course of retaliation by the Communists must 
take the form of bombing and burning our field 
posts, as they have done in Damascus, Baghdad, 
and Beirut. 

—When the proposed elimination of informa- 
tion centers—our libraries—in Schweinfurt, Ger- 
many, and Hakodate, Japan, saw civic groups, 
churches, and labor unions successfully petitioning 
to retain these centers. In the Japanese city, 
40,000 persons signed such a petition. 

—And when, in an activity begun with one man 
in 1948, nearly 800 projects have been developed 
with organizations and individuals in the United 
States so they could participate directly in this 
overseas program. 

When facts like this become known, when 
the reasons for spreading the truth about our- 
selves are fully understood, I am sure no sane 
person would ask: “Can we afford the Ita pro- 
gram?” He would say instead, “Can we afford 
to be without it?” 

But the most conclusive measure of the worth of 
the program may be this: Suppose that the U.S. 
Government had no overseas program of this 
nature, no radio, no publications, no information 
centers, no exchange of persons, no motion pic- 
tures. In short, no explanation to the great 
masses of people in the world of U.S. policy, U.S. 
deeds, and what Americans stand for. 

Quite obviously, few among us would favor 
such a negative course in the world of today. 

To do the positive job of spreading the truth, 
and to do it most efficiently, we must eliminate 
from the program any person who is not in com- 
plete sympathy with the aims and purposes of 
our Government. We must bring in the most 
brilliant men and women available in the United 
States. Every individual in the Ita, and every 
new employee, must be what I would call a genuine 
American. 
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For mark you well: This program is important, 
It is an undertaking which the President and other 
leaders regard as of the highest importance. For 
they realize this: If our job of carrying America’s 
message of truth and hope to the world is well 
done, there is a good chance that it will be the 
weapon with which free men will finally overcome 
the modern day challenge to freedom. It is our 
best hope for enduring peace—backed by the faith 
of free men. 


Reed Mission Reports 
on Pakistan Survey 
Press release 287 dated May 25 


The food survey mission to Pakistan under 
Harry Reed, dean of the Agriculture Extension 
Service of Purdue University, has returned and 
made its report to the Department of State and 
the Mutual Security Agency. 

The purpose of the mission was to make an 
intensive survey of Pakistan’s food needs for the 
coming in the light of that country’s request 
for U. S. assistance in supplying a quantity of 
wheat. This objective was accomplished with 
the excellent cooperation of Pakistan officials both 
in Karachi and the provinces. 

The mission reported that Pakistan is approach- 
ing a very critical period for its national economy. 
The most urgent problem is the assurance of a food 
supply for the next 12 months. Mr. Reed em- 
phasized that the people of Pakistan are fully 
aware of this problem and have taken a number 
of steps toward its solution. However, if a drastic 
food shortage is to be averted, the efforts of the 
Pakistan people will have to be supplemented with 
substantial outside assistance for the procurement 
of wheat. 

Mr. Reed’s associates on the mission were Nor- 
man J. Volk, associate director of the Agriculture 
Extension Service of Purdue, and Peter H. De- 
laney, Office of South Asian Affairs, Department 
of State. 


King and Queen of Greece 
Invited To Visit U.S. 


White House press release dated May 28 


During his present visit to Greece, the Secre- 
tary of State extended on behalf of the President 
an invitation to Their Majesties the King and 
Queen of the Hellenes to visit the United States in 
autumn of this year. 

It will be a pleasure for the Government of 
the United States to welcome for the first time 
to this country the rulers of a nation which con- 
tributed so much of its classical heritage of ideas 
to the concepts which animated the founders of 
our democracy. The United States and Greece 
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have maintained the most cordial relations since 
the emergence of Greece as a modern State more 
than a century ago. The visit of Their Majes- 
ties King Paul and Queen Frederika will provide 
the American people an opportunity to manifest 
the warm friendship they have long felt for a 
gallant ally whose record against armed aggres- 
sion both during and after World War II has been 
an inspiration to all of the free world. 


Signing of Tax Conventions 
With Australia 


Press release 261 dated May 14 


On May 14, 1953, Walter Bedell Smith, Acting 
Secretary of State, and Sir Percy C. Spender, 
Australian Ambassador, signed three conventions 
(treaties) between the United States and Australia 
for the avoidance of double taxation and the pre- 
vention of fiscal evasion, one relating to taxes on 
income, one relating to taxes on the estates of 
deceased persons, and one relating to taxes on 

ifts. 

. The substantive provisions of the income-tax 
and estate-tax conventions follow, in general, the 
pattern of such conventions which have been 
entered into by the United States with numerous 
other countries. The gift-tax convention with 
Australia is the first convention of this kind which 
the United States has concluded with any country. 
It also follows the general pattern of tax conven- 
tions, the objective of which is to eliminate double 
taxation as far as practicable. 

The three conventions with Australia are sub- 
ject to ratification and will be submitted to the 
President for transmission to the Senate for ad- 
vice and consent to ratification. Upon the ex- 
change of instruments of ratification by the United 
States and Australia, each of the conventions will 
enter into force according to a formula set forth 
in the particular convention. 


Royal Treasures Returned 
to Ryukyu Islands 


Press release 296 dated May 28 


Treasures of the former Royal Household of 
the Ryukyu Islands were returned to the Ryu- 
kyuan Government on Okinawa by Maj. Gen. 
David A. D. Ogden, the Deputy Governor of the 
Ryukyu Islands, on “Friendship Day,” May 26, 
1953, which terminated a week’s celebration in the 
Ryukyus of the 100th anniversary of the visit of 
Commodore Perry to the Ryukyu Islands in 1853. 

These treasures were recovered early this month 
in the United States by the Bureau of Customs, 
with the assistance of an Army sergeant, William 
T. Davis, who was assigned to Okinawa in 1949. 
At that time he learned of the tragic loss of the 
special collections and archives of the old royal 
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court which had been preserved in the Shuri 
Castle for over 400 years. These irreplaceable 
documents and royal regalia were believed to have 
been destroyed in 1945 when the cities of Naha 
and Shuri, the ancient capital of the islands, be- 
came a battlefield. In April 1952 fewer than 100 
works concerning Ryukyu history remained in 
the library at Shuri. 

A gilded headpiece of the Sho Royal House is 
among the items being restored to Okinawa under 
U.S. Government policies. 

The return of the Omoro Soshi, the original 22 
manuscript volumes of ancient Ryukyuan poems 
and chants dating from the Ming dynasty, is of 
unique importance. Volume I dates back from the 
eleventh year of Chia-ch’ing (1532) and the other 
volumes date from the third year of Tien-chi 
(1623). This rare manuscript from the Shuri 
Castle is the earliest extant copy of ancient songs 
of great historic and religious significance for the 
Ryukyuan people. Twenty-six volumes of the an- 
nals of the Royal Household and genealogical rec- 
ords of the princely families dating from 1702 and 


‘1711 and other miscellaneous works are also being 


returned. A complete record on microfilm of 
these rare volumes has been made by the Depart- 
ment of State. 


MSA and?Danish Government 
Initiate Productivity Program 


The Danish Government and the Mutual Secu- 
rity Agency on May 15 put into motion a broad 
program to increase Danish production and pro- 
ductivity during the next 2 years. Announce- 
ment of the undertaking was made on May 15 at 
Washington. Simultaneously, Msa allotted $1,- 
500,000 in defense support funds to Denmark 
under terms of a new agreement, and said another 
$1,500,000 allotment was planned before July 1. 
These dollars will be used for the procurement of 
commodities needed in Denmark’s defense buildup. 
Danish currency generated by the dollars will be 
used to finance the new productivity campaign. 

Under terms of the Danish Government-Msa 
agreement, Denmark is earmarking 31,720,000 
kroner (equal to $4,597,102) for the productivity 
programs of which about two-thirds is to be gen- 
erated by Msa’s new $3 million allocations and the 
remainder taken from Danish Government 
counterpart funds previously generated by Msa 
dollar aid. 

Denmark is the fourth country to enter into 
such an agreement with Mss. The others are the 
United Kingdom, the Federal Republic of Ger- 
many, and the Netherlands. Negotiations are in 
progress with other countries. 

Msa is directed to work with countries partici- 
pating in the Mutual Security Program to develop 
intensive productivity programs under the terms 
of the “free enterprise” amendments to Mutual 


819 








Security legislation. These amendments provide 
that Msa use up to $100,000,000 this year to gen- 
erate foreign currency counterpart funds for pro- 
ductivity programs in Western European coun- 
tries which enter into agreements with Msa “with 
a view to stimulating free enterprise and the ex- 
pansion of the economies of those countries.” 

The Danish fund will provide 10,565,000 kroner 
(equal to $1,531,160) for loans and grants to pri- 
vate enterprises in industry — commerce ; 
4,500,000 kroner (equal to $652,174) to support a 
building construction program; 15,000,000 kroner 
(equal to $2,173,913) to increase agricultural pro- 
duction; and 1,655,000 kroner (equal to $239,855) 
as Denmark’s contribution to the European pro- 
ductivity agency established May 1 under the Or- 
ganization for European Economic Cooperatioa 
(O£Ec). 

The agreement specifies that commercial enter- 
prises benefiting from the program are to share 
their increased profits with labor and consumers. 

A key part of the program is the development of 
a corps of Danish consultants who will be avail- 
able to aid industry, labor, and the distributing 
and building trades. Intensive training for this 
personnel will be provided through studies in Den- 
mark, other parts of Europe and, when necessary, 
the United States. 

On completion of their training, the consultants 
will be obligated to make their services available 
to private enterprise or the productivity program 
for at least 1 year in close cooperation with the 
Danish Productivity Council. The Council, 
which includes representatives of labor, employ- 
ers, Government, and consumers, will supervise 
the entire productivity program. It was set up 
in 1949 to work toward higher productivity in 
Danish industry and agriculture. 

The industrial consultants will advise manage- 
ment on the application of scientific principles, and 
labor consultants will advise the free trade unions 
regarding their role in the productivity campaign. 
Similarly, construction and distribution consult- 
ants will work closely with appropriate organiza- 
tions in advising retailers and contractors on spe- 
cial methods to raise the level of productivity and 
to market the increased production which results. 

To spur building construction, five machinery 
depots will be established in various parts of Den- 
mark which will rent equipment and machinery, 
such as cranes, hoists, scaffolds, and the like, to 
contractors who are unable to afford the purchase 
of such equipment. The machinery available in 
these warehouses will be sufficient to permit the 
construction of about 4,200 apartments yearly, or 
about 20 percent of Denmark’s total annual new 
construction. 

Another major part of the program is a 4,000,000 
kroner (equal to $579,710) revolving loan fund to 
be devoted to the modernization of existing food 
stores on: the pattern of American self-service 
stores. Low-interest loans not to exceed about 
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30,000 kroner each (equal to about $4,350) are to 
be made to small- and medium-sized stores seeking 
to convert to self-service type of operation. 

Also in keeping with the objectives of the Msa 
legislation is a project for the protection of con- 
sumers’ interests in the form of developing and 
strengthening the existing Danish consumers’ or- 
ganization. This project will permit a substan- 
tial expansion of consumer research work such as 
the testing of products, educational programs, and 
demonstrations to housewives. 

A key segment of the agricultural productivity 
program will be the establishment of about 90 
pilot farms which will demonstrate modern and 
efficient methods of feeding cattle, pigs, and poul- 
try. An extensive program also 1s being devel- 
oped to instruct farmers in the efficient use of 
machinery, largely necessitated because the num- 
ber of tractors in use in Denmark has increased 
from 5,000 in 1945 to nearly 40,000 today. 

Another important provision of the agricultural 
productivity program is the setting up of an Agri- 
cultural Information and Technical Service Office, 
which will correspond to the American Agricul- 
tural Extension Service. This office, working 
with the Productivity Center, will attempt to 
spread to farmers knowledge of improved agri- 
cultural techniques to increase food and fiber 
production. 


U.S. Delegations 
to International Conferences 


Telegraph Consultative Committee (ITU) 


The Department of State announced on May 25 (press 
release 285) that the International Telegraph Consulta- 
tive Committee of the International Telecommunication 
Union is to hold its Seventh Plenary Assembly at Arnhem, 
Netherlands, May 26—June 13, 1953. 

The United States will be represented at the meeting 
by the following delegation: 


Chairman 


Edward M. Webster, Commissioner, Federal Communica- 
tions Commission 


Vice Chairman 


Richard T. Black, Telecommunications Policy Staff, De- 
partment of State 


Advisers 


Robert G. Kreer, Assistant Chief for Telegraph, Divi- 
sion of Communications and Records, Department 
of State 

William P. Richmond, Jr., Attaché, American Embassy, 
Paris 

Marion H. Woodward, Chief, International Division, 
Common Carrier Bureau, Federal Communications 
Commission 


The Committee has no formal agenda for its Seventh 
Plenary Assembly. Its work will consist of a review of 
the reports and recommendations prepared by the various 
study groups on their assigned subjects; the adoption of 
recommendations; the formulation of new questions for 
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study; and the taking of decisions, as necessary, on mat- 
ters connected with the administration of the Committee 
until its next plenary assembly. 

Both the U. 8S. Government and private American tele- 
communication companies have a direct interest in all 
recommendations and decisions of the Committee which 
may affect message service. Moreover, the United States 
has made numerous contributions to the work of the 
various study groups over the past few years. 


Northwest Atlantic Fisheries Commission 


The Department of State announced on May 25 (press 
release 283) that the third meeting of the International 
Commission for the Northwest Atlantic Fisheries would 
convene at New Haven, Conn., on that day. The U.S. 
Government will be represented at the meeting by the 
following delegation: 


U.S. Commissioner 


John L. Kask, Chief, Office of Foreign Activities, Fish and 
Wildlife Service, Department of the Interior 

Richard Knollenberg, Chester, Conn. 

Francis W. Sargent, Director, Division of Marine Fish- 
eries, Department of Conservation, Commonwealth of 
Massachusetts, Boston, Mass. 


Advisers 


Herbert W. Graham, Chief, North Atlantic Fishery In- 
vestigations, Fish and Wildlife Service, Department 
of the Interior 

Lionel A. Walford, Chief, Branch of Fishery Biology, 
Fish and Wildlife Service, Department of the Interior 


Under the terms of the International Convention for 
the Northwest Atlantic Fisheries, which entered into 
force in July 1950, the Commission provides the machinery 
for international cooperation in the scientific investiga- 
tion and development of the fishery resources of the 
waters off the west coast of Greenland and the east coasts 
of Canada and New England. 

While the Commission has no direct regulatory powers, 
it may recommend to governments the regulatory meas- 
ures that it considers necessary for maintaining, at a max- 
imum level for sustained production, the stocks of fish 
which support the international fisheries in the convention 
area. The members of the Commission are Canada, Den- 
mark, France, Iceland, Italy, Norway, Portugal, Spain, the 
United Kingdom, and the United States. 

It is expected that the Commission will at its current 
meeting adopt a comprehensive research program which 
will constitute, in effect, a master plan for the future 
research activities to be undertaken in the convention area 
by the member governments under the auspices of the 
Commission. 

Among the matters of great interest to the United States 
which the Commission will have before it are reecommenda- 
tions having to do with the New England haddock fisheries. 
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Appointment 


Robert Richardson Bowie as Director of the Policy 
Planning Staff and Department representative on the 
Planning Board of the National Security Council, ef- 
fective May 28. 
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New Series of Broadcasts to Latin America 


Press release 297 dated May 28 


Robert L. Johnson, Administrator of the International 
Information Administration, announced on May 28 that 
Associated Broadcasters, Inc., of San Francisco, has been 
authorized to use for Latin American broadcasts, until 
June 30, two shortwave transmitters which they are pres- 
ently operating under contract with Ira. The new series 
of Latin American broadcasts will begin May 28 and 
continue through the month of June. 

This shortwave transmitting plant at San Francisco, 
now to be used for the new series of broadcasts under pri- 
vate auspices, was one of those affected when Dr. Johnson 
gave notice, on April 1, that Ira contracts for facilities 
at five shortwave transmitting plants would not be re- 
newed. At that time the Administrator said that in 
view of his proposed economy cuts in the Voice of America 
personnel and language broadcasts, Ira would not need 
these facilities after the present contract expired on 
June 30. 

The daily shortwave programs launched by Wesley I. 
Dumm, president of Associated Broadcasters, Inc., from 
6:30 to 9:30 p. m., e. s. t., fill approximately the same 
time occupied by the Voice of America’s Spanish language 
broadcasts which terminated May 23. 

This new series of programs, broadcast without addi- 
tional cost to the Government, will consist mainly of music, 
sports, and news currently used on San Francisco’s Sta- 
tion KSFO. Associated Broadcasters, Inc., will prepare 
the selected music and sports programs for shortwave 
broadcast with Spanish commentary at their own expense. 
Spanish-speaking announcers will replace the usual KSFO 
newscasts with items of particular interest to Latin 
America. 

In addition, Dr. Johnson added that the International 
Information Administration had contracted with Asso- 
ciated Broadcasters, Inc., to produce and broadcast to 
Latin America, under the supervision of the Department 
of State, a series of half-hour dramatic programs in Span- 
ish, designed to cultivate friendships with the people of 
Latin America. The programs are to be broadcast some 
time between 6:30 and 9:30 p. m.,e. s. t. The dramatic 
series will be paid from funds appropriated by Congress 
for radio programing to Latin America and Western 
Europe by private international broadcasting licensees. 





Praise for the Foreign Service 
by Acting Secretary Smith* 


I had not intended to talk shop today, and yet 
I came here wanting in some way to pay a deserved 
tribute to a career service and, believe me, it is 
possible for me to apply a very, very rigid stand- 
ard of comparison. 

I have, in almost 40 years of service as an 
Army officer, believed that I required a very high 
standard of performance in my subordinates, that 

Transcript of extemporaneous remarks made before 
the Foreign Service Association at Washington on May 
27 (press release 294). 
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I have demanded more of them and of myself than 
many of my contemporaries, and indeed my sub- 
ordinates have felt the same way. I want you to 
know that during the time I have been associated 
with the Foreign Service, both abroad and in the 
Department here, I have, and I say this literally, 
been astonished—pleased and astonished—by the 
high qualities of intellectual honesty, integrity, 
and devotion to duty which I have seen continu- 
ously displayed. I don’t mean just the long hours 
of thankless work, away from the observation of 
a superior, simply of getting a job done, but the 
real dedication to a task, to a service, to an ideal. 
It exceeds—it certainly equals if it does not ex- 
ceed—anything that I have ever seen before, and 
I wanted to acknowledge that fact. 

This service does two things for you. It de- 
velops an intellectual honesty which permeates the 
entire personnel. I will give you an example. 

After 40 years of service in various capacities 
in Government, after being responsible for our 
war planning on a high level, conducting various 
large-scale military operations, then attending the 
course of instruction in atomic energy, becoming 
Director of Central Intelligence, and occupying 
other positions of more or less sensitivity, I joined 
the State Department and was, of course, sub- 
jected to a full field investigation. 

During the-course of that investigation, one 
of the officers charged with conducting it wanted 
to find out something about my service in Moscow. 
The only man who was immediately available who 
had served with me was a friend and a son of a 
friend, a young officer whom I had actually fired 
out of Moscow because, while I think he is a very 
good man, he was misplaced and was doing a 
remarkably poor job. Iam afraid I didn’t handle 
him very well on his report. I think he has re- 
covered from that. In any event, it was to him 
that the Fsr went to find out about my service 
and, as he told an associate that had reached me 
about third hand, the first thought was, “Well, 
the mills of the gods grind slowly.” Then he said, 
“T thought it over and I could not in honesty 
think of anything very bad to say about the old 
goat.” Well, there is the opportunity for levity, 
but it means what it says, and he said what he be- 
lieved and not possibly what he would like to have 
said—a good standard for relatively junior offi- 
cers in the service, one that I applaud and one that 
I admire. 

Now, with regard to work and its effectiveness, 
there are various standards, of course. While in 
Moscow, I believe it was in company with your 
distinguished President that I visited a collective 
farm. On the way in, our interpreter, who was 
with us, stopped to speak a few words to a very 
old Russian woman who was with a sickle cutting 
brush alongside the road. He said to her among 
other things, “Mother, how are things on the 
farm?” Shesaid,“Ah,they areterrible. On this 
farm nothing works. The tractors don’t work; 


822 


the plows don’t work; the trucks don’t work. The 
only thing on this farm that works h:s just been 
made a heroine of Soviet motherhov|. ’ 

There have been times, along about half past 
7 or 8 or 9 o’clock in the evening, when I have 
thought that our mechanical processes of getting 
things done and coordinated in the Department 
were about like that. But usually in the morning 
when I get to my desk and see the results of some 
clearheaded, coordinated thinking in the field of 
foreign relations and realize how wrong I myself 
would have been had it not been for that level- 
headed staff advice, I reconcile myself to any loose 
motion that we may have in the field of technical- 
staff operations. Those are easily correctable. 
What cannot be supplied on short notice is the 
character, the quality, the integrity, and the in- 
tellectual honesty of the personnel. That we have 
in full measure. For that our country has reason 
to be grateful. I have reason to be grateful. I 
congratulate you for it. 


Confirmations 


The Senate on May 28 confirmed Arthur Gardner as 
Ambassador to Cuba. 


The Senate on May 28.confirmed R. Douglas Stuart as 
Ambassador to Canada. 


The Senate on May 28 confirmed William T. Pheiffer as 
Ambassador to the Dominican Republic. 


The Senate on May 28 confirmed Michael J. McDermott 
as Ambassador to El Salvador. 





THE CONGRESS 











Request for Extension of UNRWA 
Program for Palestine Refugees 


Statement by Acting Secretary Smith* 


As this is a public hearing, it is necessary to 
review certain matters already well known to this 
Committee. 

I shall not document our interest in the Near 
Eastern region, which is fully understood in re- 
sponsible circles within the executive and legisla- 
tive branches of Government. 

It is my purpose to outline the nature of the 
refugee problem and the efforts of the U.N. Re- 
lief and Works Agency (Unrwa) to rehabilitate 
the unhappy Palestinians who lost their homes 
and property in what is now Israel. 

Our conclusions are that this is a world prob- 
lem which it is proper for the United Nations to 
deal with; that we should continue to support the 
U.N. Relief and Works Agency in its efforts. We 


1Made before the Near Eastern and African Affairs 
Subcommittee of the Senate Foreign Relations Committee 
on May 20 (press release 276). 
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think that the United Nations has done a good job 
under difficult conditions. We appreciate the ful 
support that Congress has given in the past to 
this effort. We hope that we can look to Congress 
for continuing support. Past concern for this un- 
fortunate group is justified on grounds of our 
national interest and on grounds of common 
humanity. 

Difficult conditions have hindered progress, 
stemming from the background of hostilities in 
Palestine. Furthermore, large-scale projects re- 

uire detailed planning, and there are inevitable 
cies in putting major reclamation and irriga- 
tion plans in hand. 

This in brief is the situation: 


As a result of hostilities, upwards of 750,000 
Arabs, living in the British mandate of Palestine, 
in 1948 left their homes and possessions. The vast 
majority of these people have received no com- 
pensation for their property, and many express 
the desire to be repatriated. 

While 100,000 or more of these people have been 
able to find means of self-support in Arab com- 
munities, the registry rolls of the United Nations 
now list about 865,000 needy refugees, to whom 
810,000 “rations”—the equivalent of 1,600 calor- 
ies daily, are being distributed. 

This problem is not static, as our best evidence 
indicates that the refugee population is growin 
at the rate of 25,000 annually, as births excee 
deaths. 

Present projects for the refugee population, 
which Mr. Gardiner? can describe in greater de- 
tail later and which will take some years to im- 
plement fully, hold out hopes for a living for only 
about 400,000 souls. 

The simple fact is that the agricultural, indus- 
trial, and beeneial resources of the Arab nations 
concerned cannot cope with this problem unaided. 

As you know, Israel occupied territory during 
the conflict considerably beyond the boundaries 
allotted to it by the U.N. partition plan of 1947. 
From the lands so occupied many thousands be- 
came refugees. 

The refugee problem is the principal unresolved 
issue between Israel and the Arabs; outstanding 


' issues are generally listed as compensation to the 


refugees, repatriation of the refugees, adjustment 
of boundaries, and the status of Jerusalem and the 
Holy Places. None of these issues can be separated 
from the refugee problem. 

Against a background of frustration and hostil- 
ity, the U.N. Rehef and Works Agency has done 
two things: Maintained a program of relief—food, 
shelter, medical care—and developed in the Arab 
countries programs of self-support for the refu- 
gees. 

The Department of State considers that this 
U.N. agency is the correct instrument for these 





*Arthur Z. Gardiner, Politico-Economic Adviser, Bu- 
reau of Near Eastern, South Asian and African Affairs. 
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purposes. Through the establishment of such an 
organization by the General Assembly, widespread 
support of the program has been secured from 
many nations. At the same time, the direct rela- 
tionship between the agency and the principal 
contributing governments, through the Agency’s 
Advisory Commission, has enabled us to keep in 
close contact with its operations and to have a 
direct voice in its policies. 

As for the general policies of the agency, its 
standards for relief must be conditioned by the 
fact that poverty prevails among nonrefugees. 
There must be left incentives for those who choose 
to work rather than to receive a dole. This makes 
for hardship in a population which had achieved, 
during the past 30 years, higher material stand- 
ards than those of its former neighbors and its 
present hosts. We cannot in any case right the 
wrongs of the Arab refugee by relief payments, 
but if the United Nations can help maintain ade- 
quate levels of health and nutrition we shall have 
some cause for satisfaction. 

On the side of rehabilitation, we have witnessed 
slow but steady progress in attitudes among the 
Arab governments enabling the development of 
specific plans to permit substantial numbers of the 
refugees to improve their lot. 

The U.N. Relief and Works Agency for Pales- 
tine Refugees has conducted its operations in a 
framework of humanitarian and economic con- 
siderations and has attempted to avoid any direct 
connection with outstanding political issues. 
Within these limits, and without prejudice to final 
solutions of political issues, it has negotiated 
agreements to benefit the refugees by substituting 
employment for relief. 

In 1952 the General Assembly of the United 
Nations, with Arab support, voted a 3-year pro- 
gram estimated to cost $250,000,000, divided as to 
$50,000,000 for relief and $200,000,000 for proj- 
ects. Funds to start this program have been 
available since late in 1951. 

The agency has earmarked funds for the irri- 
gation of the Jordan Valley. A project is now 
under close study by the U.S. engineers attached 
to the Government of Jordan. Intensive irriga- 
tion of the valley might provide for 200,000 people 
not now living there. This is a bold and imagi- 
native proposal. In Jordan, whose resources of 
water and arable land are limited, it is the main 
hope. Technical problems both of water utiliza- 
tion and of land settlement lie ahead. More than 
any other nation, Jordan has been the sufferer of 
the Palestine hostilities. Jordan nevertheless rep- 
resents a stabilizing influence in the Near East and 
needs and welcomes outside aid. 

The Egyptian Government has made a pro- 
posal for aiding refugees now concentrated in 
Gaza, through developments in the Sinai Penin- 


* For text of resolution, see BuLLETIN of Feb. 11, 1952, 
p. 226. 
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sula. Preliminary engineering advice is favor- 
able to such a proposal, involving use of water 
from the Nile. 

In Syria, work is under way on land reclama- 
tion carried out by refugees on lands made avail- 
able by the Government. Proposals for rehabili- 
tation of the urban refugees are under study. 

The record of the Unrwa has until recently con- 
sisted chiefly of prospects. It is now possible to 
report that projects are the subject of continuing 
collaboration and concrete planning between 
Unrwa and governments. This marks a great step 
forward. You may recall that 3 years ago when 
the problem was first studied by Gordon Clapp, 
on behalf of the Palestine Conciliation Commis- 
sion, it was impossible for him to find responsible 
Arabs willing to discuss more than a program of 
work relief. We now are in the phase of economic 
development from which refugees and host coun- 
tries can secure permanent benefits. 

It is unreasonable to expect Arab countries to 
accept refugees as workers unless means are found 
to improve conditions of their own citizens at the 
same time. The refugees cannot be the sole bene- 
ficiaries of new opportunities, nor can they hope 
to elbow settled people aside. Here lies the case 
for general economic development of the host 
countries, which deserves to be considered on its 
own merits as well as in the context of providing 
opportunities for the refugees. From the con- 
clusion of hostilities in Palestine until today, 
little tangible progress has been made in such de- 
velopment in Syria, Jordan, Lebanon, and Egypt. 
The interest and plans of these countries hold out 
hope for the future, but they will need help from 
the banks and from our own Government, as well 
as from the Unrwa, if their plans are to mature. 

It is clearly not in our national interest to ac- 
cept responsibility for the welfare of the refugees, 
for either a long or a short period of time. It 
seems equally clear that to abandon this program 
of relief and rehabilitation now would have seri- 
ous repercussions on our national interests. Such 
action would involve profound unsettlement in the 
Near East, prejudicial to the well-being of all our 
friends there. It is equally clear that the goals of 
the present program cannot be achieved by its 
present terminal date of June 30, 1954. It is our 
view that the date for termination of the program 
should be extended for a further 2: years, until 
~ June 30, 1956; that we should endeavor to main- 
tain the target of $200,000,000 for work projects 
and, as circumstances dictate, continue relief ex- 
penditures for at least a further 2 years. This will 
necessitate an increase of the relief fund originally 
projected at $50,000,000. 

The success of other programs included in cur- 
rent Msa legislation for the area will have a great 
effect on the progress of this agency, as would a 
settlement of other issues in the Near East. 
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Support for U.S. Participation 
in St. Lawrence Seaway Project 


Statement by Livingston T. Merchant 
Assistant Secretary for European Affairs * 


I am appearing before you today to support 
U.S. participation in the St. Lawrence Seawa 
project. As Under Secretary of Commerce Wil- 
liams has testified, the Cabinet and the National 
Security Council have both seriously studied the 
question of U.S. participation.2 Both have come 
to the conclusion that this participation is desir- 
able, provided that it is limited to the interna- 
tional section of the St. Lawrence River, substan- 
tially as proposed in S. 589. 

The decision was not made lightly. It was 
based on the administration’s policy of consider- 
ing each major construction project on its own 
merits and on the basis of the national interest. 

The conclusions reached by the administration 
are predicated on several conditions. First, satis- 
factory assurance must be received that the under- 
lying power project will go ahead. In this con- 
nection I have been gratified to learn that the ex- 
aminer for the Federal Power Commission has 
issued his report and has recommended the issu- 
ance of a license to the Power Authority of the 
State of New York. Second, satisfactory assur- 
ance is required that Canada will go ahead with 
its part of the navigation project in cooperation 
with the United States. I believe that we have 
the basis for this assurance in the communique 
issued after the recent meeting of the President 
and the Prime Minister of Canada,’ which I will 
refer to later. Third, the project must be self- 
liquidating. 

Testimony on the third condition will be given 
by other witnesses who will appear before you. I 
do not intend to go into detail on the many aspects 
of the legislation which you are considering. Ido 
want, however, to set the record straight as to just 
what the present arrangements are in so far as the 
international aspects are concerned. 

Previous administrations consistently sup- 
ported measures for the development by the 
United States and Canada of the Great Lakes-St. 
Lawrence basin. These measures envisaged, for 
the part of the United States, development of 
power and navigation jointly with Canada along 
lines laid down in the 1941 agreement between the 
two countries. Congressional approval of these 
measures was never secured. 

I~ the past 18 months, however, the situation 
changed. Under a different basis, we have reached 


*Made before the Senate Foreign Relations Subcom- 
mittee on S. 589, providing for the creation of the St. 
Lawrence Seaway Development Corporation, on May 20 
(press release 275). 

? BULLETIN of May 25, 1953, p. 753. 

* Ibid., p. 752. 
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the point where we can see that both the naviga- 
tion and the power phases of the St. Lawrence 
project will go forward. The power potential 
of the International Rapids section of the St. 
Lawrence is to be developed by entities of the 
United States and Canada. A deep sea water- 
way into the Great Lakes is to be provided con- 
currently by Canada. 

Before us we have a simple question. Will the 
United States join with Canada in constructing 
the St. Lawrence Seaway, as proposed in S. 589, 
or will it abandon by default any control over 
this great natural waterway so important to North 
America’s security and economic progress? 

The recent developments which have led to the 
present situation can briefly be summarized. In 
1951, when it appeared that congressional ap- 
proval of the 1941 agreement would not be ob- 
tained, the Canadian Government suggested that, 
under the appropriate provisions of the Boundary 
Waters Treaty of 1909, application be made by 
the United States and Canada to the International 
Joint Commission for approval of certain works 
for the development of power in the Interna- 
tional Rapids section of the St. Lawrence.* The 
Canadian Government gave assurances that, 
should the power plans be approved, additional 
works ook concurrently be provided to insure 
deepwater navigation into the Great Lakes. The 
Canadian Government obtained Parliamentary 
assent to the necessary domestic legislation for con- 
struction of the seaway on the Canadian side of 
the St. Lawrence. It also negotiated an agreement 
with the Province of Ontario whereby the Ontario 
Hydro-Electric Power Commission would develop 
the Canadian share of the power. 

The Department of State, working with other 
interested executive agencies, cooperated with the 
Canadian Government in the preparation and the 
submission of the applications of the two Govern- 
ments for power development to the International 
Joint Commission. After some months of hear- 
ings, the International Joint Commission issued 
its Order of Approval on October 29, 1952.° 
Shortly thereafter, on November 4, 1952, the 
Canadian Government informed the United States 
that it considered the agreement of 1941 to have 
been superseded by the action of the International 
Joint Commission. It was further stated that the 
Canadian Government would not therefore seek 
Parliamentary ratification of that agreement. 

These developments left the situation as follows: 
(1) the power would be developed by the Province 
of Ontario and an entity in the United States, and 
(2) the seaway would be constructed by Canada 
alone, provided no action is taken by the Congress 


‘For an announcement of the meeting on Sept. 8, 1951 
between President Truman and Canadian Prime Minister 
Louis S. St. Laurent, when the latter indicated his Gov- 
ernment’s willingness to construct the seaway as a 
Canadian project, see ibid., Oct. 8, 1951, p. 581. 

* Ibid., Dec. 29, 1952, p. 1019. 
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to authorize U.S. participation in the navigational 
hase. Once plans for power development have 
een completed, the Canadian Government has 
expressed its willingness to discuss U.S. participa- 
tion in the seaway. 


Canadian Position Indicated 


That Canadian willingness is expressed in a 
memorandum given to the American Ambassador 
in Ottawa on January 9, 1953, by the Canadian 
Government. I would like to quote from that 
memorandum since it expresses not only the Ca- 
nadian Government’s attitude toward possible 
U.S. participation in the seaway but because it 
also emphasizes the importance which Canada 
attaches to power development. 


While the Canadian Government is of course prepared 
to discuss, in appropriate circumstances, joint participa- 
tion in the Seaway, the demand for power in the area 
to be served by the International Rapids power develop- 
ment is so urgent that the Canadian Government is most 
reluctant to engage in any discussion which might delay 
the progress of the plan now under way for the develop- 
ment of power in the International Rapids Section of the 
St. Lawrence River at the earliest possiblé moment. 

Once an entity is designated and authorized to proceed 
with construction of the United States share of the power 
works, if the U.S. Government wishes to put forward 
a specific proposal differing from that put forward by 
the Canadian Government for the construction of the 
seaway in the international section which proposal would 
not delay the development of power under arrangements 
agreed upon in the exchange of notes of June 30th, 1952 * 
and approved on October 29th, 1952 by the International 
Joint Commission, the Canadian Government will be pre- 
pared to discuss such a proposal. 

The Canadian Government would naturally expect the 
discussion to be such as not to cause any serious delay 
in the completion of the whole seaway. 


The most recent indication of the position of 
the Canadian Government is to be found in the 
communique issued at the conclusion of the talks 
between the President and the Prime Minister of 
Canada on May 8. I will not attempt to read into 
the record the whole of that communique which 
reveals the identity of view and the close coopera- 
tion in many fields of the two Governments, but 
I would like to quote that portion relating to the 
St. Lawrence. 


The Prime Minister emphasized the importance to 
Canada of an early start on the St. Lawrence project 
and the especial urgency to Canada of the power develop- 
ment. The President assured the Prime Minister that 
the United States is fully aware of Canada’s urgent need 
for St. Lawrence power. He said that he favored the 
development of the United States share of St. Lawrence 
power under the authority of New York State and that 
he hoped for an early favorable decision by the Federal 
Power Commission in this matter. The President in this 
connection referred to the decision of the Cabinet on this 
subject announced today. The Prime Minister said that 
the Canadian Government was still prepared to discuss 
United States participation in the international section, 
provided that arrangements for power are completed and 
provided the whole seaway would not be delayed. He 


* Tbid., July 14, 1952, p. 65. 
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stressed again Canada’s readiness to proceed at once with 
the work under the Canadian St. Lawrence legislation of 
1951. 

These statements are illustrative of the Cana- 
dian Government’s position. They show Canada’s 
cooperative attitude as well as Canada’s desire to 
get on with the job. 


Aspects of U.S., Canadian Relations 


We see that, provided a Federal Power Commis- 
sion license is granted, then power and navigation 
can go forward. As satisfactory as those arrange- 
ments are, I should like to emphasize that they 
are not as advantageous to the United States as 
would be the case if the United States were a 
participant in the navigational development. 
Without that participation the United States will 
have no clear right to a voice in the construction, 
control, operation, tolls, and amortization of this 
waterway which should play so great a part in the 
economic development of both our country and 
Canada. According to Corps of Engineers’ testi- 
mony, construction of the seaway on the U.S. side 
of the boundary would cost less. Since most of 
the traffic using the canal will be of U.S. source 
or destination, the costs of amortization will 
largely be borne by U.S. shipping and shipments 
for U.S. account. Construction costs and amor- 
tization proposals are, therefore, matters in which 
the United States should have a voice. Joint 
U.S.-Canadian operation of the St. Lawrence 
waterway should lessen the chances for friction 
between the two countries. For the above-men- 
tioned reasons, I believe that U.S. participation 
is highly desirable in order to insure adequate pro- 
tection to legitimate U.S. interests. 

In this matter of St. Lawrence development, 
the State Department is naturally concerned, espe- 
cially with aspects affecting or potentially affect- 
ing our relations with Canada. These relations 
have historically been close and harmonious and 
it is important that they remain so. Most Ca- 
nadians, and certainly the Federal Government in 
Ottawa, now regard the carrying out of St. 
Lawrence development as the single most impor- 
tant aspect of U.S.-Canadian relations. In this 
connection, St. Lawrence power for the industrial 
centers of Ontario is regarded by Canadian au- 
thorities as urgent because all other major sources 
of hydroelectric power available in the area to be 
served by St. Lawrence power have been or are 
being developed. A serious shortage of low-cost 
power is already apparent in Ontario and is ex- 
pected to become acute by 1957. Even if construc- 
tion were to start today, power would barely be 
available in time. For this reason, the Canadian 
Government is most anxious that no action be 
taken which would delay a start on the power 
project. 

Meeting Canadian power needs is in our interest. 
About one-half of Canada’s total manufacturing 
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capacity is located in the area to be served by St. 
Lawrence power. That growing industrial plant 
is producing goods essential to our defense, to Can- 
ada’s defense, and to the needs of the North At- 
lantic Treaty Organization. Critical materials 
also come from that area. About 90 percent of the 
free world’s nickel, for example, comes from 
Ontario. 

You can readily see that the development of St. 
Lawrence power is essential to Canada and will 
add to our strength. Similarly, the seaway is 
viewed in Canada as a major contribution to the 
economy. 

I have indicated that any action by the United 
States which would delay Canada’s plans to pro- 
ceed with power and navigational development 
would be harmful to our relations with Canada. 
It is urgent, therefore, that legislation of the na- 
ture of S. 589 be enacted during this session of 
the Congress, if the United States is to join in this 
project of great importance to our national security 
and our future economy. 
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and Other International Acts Series 2557. Pub. 4817. 


3pp. 5¢. 


Exchange of notes between the United States and 
Iceland—Signed at Reykjavik Mar. 5 and 18, 1952. 


Department of State Bulletin 
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Foreign Relations Volume 
Dealing with American Republics 


Press release 271 dated May 18 


Efforts for the establishment and maintenance 
of peace in the Western Hemisphere, negotiations 
for reciprocal trade agreements, and representa- 
tions to secure proper treatment for American 
business interests are the chief subjects of diplo- 
macy dealt with in Foreign Relations of the 
United States, 1935, Volume IV, The American 
Republics, released on May 23 by the Department 
of State. 

The long-continued Chaco War between Bolivia 
and Paraguay overshadowed other problems in 
inter-American relations in 1935. Hostilities 
were finally brought to an end on June 12 by an 
armistice agreement secured through the media- 
tion of a group of neutrals consisting of the 
United States, Argentina, Brazil, Chile, Peru, and 
Uruguay. The armistice was followed by a peace 
conference in which the belligerents joined with 
the mediators. 

The correspondence now published shows that 
one of the difficulties was to secure a proper ar- 
rangement for the exchange of prisoners of war. 
It is of interest to note that a draft peace plan 
presented included a provision for “Return of 
prisoners of war on signature of treaty of peace 
except those who make written application to re- 
main.” (p. 152.) The year ended with no final 
agreements having been reached. (Repatria- 
tion of prisoners was carried out in 1936 through 
a neutral country, Argentina, where the prisoners 
were given the opportunity either to return to the 
country by which they had been captured, or con- 
tinue the journey to their own country.) 

Other peace efforts recorded in this volume in- 
clude the final ending of the dispute between Co- 
lombia and Peru over Leticia and the reestablish- 
ment of diplomatic relations between Costa Rica 
and Guatemala. 

In the field of commercial relations, the year was 
marked by the signing of reciprocal trade agree- 
ments by the United States with Brazil, Colombia, 
Haiti, and Honduras. Negotiations for these 
agreements are here published together with pre- 
liminary discussions or negotiations for similar 
agreements with eight other countries. Exchange 
restrictions adversely affecting American business 
were also the subject of diplomacy with several 
countries. 

Relations with Mexico receive considerable at- 
tention in this volume. Questions at issue chiefly 
concerned agrarian and oil interests of American 
citizens. The religious situation in Mexico also 
was a source of concern, but the Government of 
the United States regarded it as a domestic issue 
in which it should not intervene. 
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Political unrest continued in Nicaragua and the 
habit of various factions looking to the United 
States for support had not disappeared. The 
American Minister, however, met such advances 
with the definite statement that “intervention is a 
thing of the past.” (pp. 843, 873.) The Minister 
was authorized to express the earnest hope of the 
Government of the United States that nothing 
would occur to disturb the peace of Nicaragua. 
(p. 874.) 

There is little indication in the documents here 
printed that the threat of coming world war re- 
ceived much attention in the relations of the 
United States with its neighbors of the Western 
Hemisphere, but it is recorded that the Brazilian 
Government received from its Ambassador in 
Tokyo “a rather alarming picture of Japanese 
preparation for eventual hostilities with the 
United States.” In such an emergency the United 
States was assured of “whole-hearted Brazilian 
support and cooperation.” (p. 387.) 

Foreign Relations of the United States, 1935, 
Volume IV, The American Republics (1xxxix, 
988 pp.) was compiled in the Division of Histori- 
cal Policy Research by Victor J. Farrar and 
Henry P. Beers, under the direction of E. R. 
Perkins, editor of Foreign Relations. Copies may 
be purchased from the Superintendent of Docu- 
ments, Government Printing Office, Washington 
25, D.C., for $4.00 each. 





Check List of Department of State 
Press Releases: May 25-29, 1953 


Releases may be obtained from the Office of the 
Special Assistant for Press Relations, Department 
of State, Washington 25, D. C. 

Press releases issued prior to May 25 which ap- 
pear in this issue of the BULLETIN are Nos. 261 of 
May 14, 271 of May 18, 275 of May 20, 276 of May 
20, 280 of May 22, 283 of May 25, 285 of May 25, 
287 of May 25, and 289 of May 26. 


No. Date Subject 
- 283 5/25 Atlantic fisheries commission 

*284 5/25 Exchange of persons 

285 5/25 Telegraph consultative committee 
*286 5/25 Exchange of persons 

287 5/25 Reed Mission returns 
7288 5/26 Smith: Admission of escapees 

289 5/26 Zambeti, persona non grata 

290 5/26 Air transport pact with Cuba 

291 5/26 Notes on Austrian treaty 

*292 5/27 F.S. Point 4 graduates 

*293 5/27 Exchange program 

294 5/27 Smith: Praise for Foreign Service 
7295 5/28 Bowie: Director of Policy Planning 
296 5/28 Treasures returned to Ryukyus 

297 5/28 Broadcasts to Latin America 
7298 5/29 Harriman: German bond board 


*Not printed. 
7Held for a latter issue of the BULLETIN. 
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Agriculture 
Reed mission reports on Pakistan survey 


American Principles 
The faith of free men (Johnson) 


American Republics 
Foreign Relations volume dealing with. . 
New series of broadcasts to Latin America 


Asia 

KOREA: Reiteration of principles of Unc —_ 
tion on Pow issue (Eisenhower) 7 

PAKISTAN: Reed mission reports on survey . 


Australia 
Signing of tax conventions with Australia 


Canada 
Support for U.S. participation in St. Lawrence 
Seaway project (Merchant) ‘ 


Congress 

Request for extension of UNrwa program for 
Palestine refugees (Smith) .. 

Support for U.S. participation in St. Lawrence 
Seaway project (Merchant) 


Europe 
AUSTRIA: 
Review of the Austrian treaty question ° 
U.S.S.R. declines participation in treaty meet- 
ing (exchange of notes) . 
DENMARK: Msa and Danish Government ‘initi- 
ate productivity program . 
Launching the European coal and ‘steel com- 
munity (Vernon) . 
RUMANIA: Diplomat declared persona non ‘grata 
(text of U.S. note) . 


Fisheries 
Northwest Atlantic Fisheries Commission 


Foreign Service 

Confirmations (Gardner, McDermott, ae 
Stuart). . : 

Praise for the Foreign Service (Smith) 


International Information Administration 


The faith of free men (Johnson) 
New series of broadcasts to Latin America 


International Meetings 

U.S. DELEGATIONS: 
Northwest Atlantic Fisheries Commission . 
Telegraph Consultative Committee (Irv) 


Mutual Security 

Msa and Danish Government initiate — 
tivity program . > ° 

Reed mission reports on Pakistan survey 


Near and Middle East 

GREECE: King and Queen of Greece invited to 
visit U.S. 

Request for extension of. UnRwa program for 
Palestine refugees (Smith) . 

Secretary Dulles, Mr. Stassen return. from Near 
Eastern visit (Dulles) .. . 


Index Vol. XXVIII, No. 728 


Prisoners of War 
Reiteration of principles of UNc veperah on 
Pow issue (Eisenhower) ° 


Publications 

Foreign Relations volume ae with American 
Republics . ° 

Recent releases 


Refugees and Displaced F Persons 
Request for extension of UNrwa om for 
Palestine refugees (Smith) 


Ryukyu Islands 
Royal treasures returned to Ryukyu Islands . 


State, Department of 

Appointment (Bowie) . 

Rumanian diplomat declared persona non grata 
(text of U.S. note) . 


Strategic Materials 
Launching the European coal and steel com- 
munity (Vernon) Per 8S ge Pee 


Taxation 
Signing of tax conventions with Australia 


Telecommunications 
Telegraph Consultative Committee (Irv) . 


Transportation 
Support for U.S. participation in St. Lawrence 
Seaway project (Merchant) . . 824 


Treaty Information 

Review of the Austrian treaty question . .. 805 

Signing of tax conventions with Australia . . 819 

U.S.S.R. declines participation in Austrian 
treaty meeting (exchange of notes) .. 814 


United Nations 

Reiteration of principles of Unc position on 
Pow issue (Eisenhower) 

Request for extension of UNRwa program for 
Palestine refugees (Smith) a 


Name Index 
Bowie, Robert R. 
Dulles, Secretary . . . 
Eisenhower, President . 
Frederika, Queen . 
Gardner, Arthur 
Georgescu, V.C. . 
Johnson, Robert L. 
Kask, JohnL, . 
Knollenberg, Richard 
McDermott, Michael J. 
Merchant, Livingston T. 
Paul, King . ° 
Pheiffer, William T. 
Reed, Harry . 
Sargent, Francis w. . 
Smith, Under Secretary 
Stassen, Harold E. ‘ 
Stuart, R. Douglas 
Vernon, Raymond 
Webster, Edward M. . 
Zambeti, Christache 





